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6HFWLRQ 3DJH

,QWURGXFWLRQ ������������������������������������������������������������������������������������������� '��

([WHQVLYH 6HWV RI &RPPHQWV ����������������������������������������������������������������� '��

6HWV RI FRPPHQWV LQFOXGLQJ WHQ RU PRUH VSHFLILF DQG� RIWHQ�

GLIIHUHQW LVVXHV� 7KH VSHFLILF FRPPHQWV LQ WKHVH VHWV >LGHQWLILHG LQ

EUDFNHWV@ DUH DGGUHVVHG LQ WKH IROORZLQJ VHFWLRQV ZLWK DOO RI WKH

RWKHU FRPPHQWV�

$ � *HQHUDO DQG (,6 3URFHVV ����������������������������������������������������������������� '���

9HU\ JHQHUDO FRPPHQWV DERXW WKH (,6 SURFHVV� KRZ ZHOO WKH GUDIW

(,6 DFFRPSOLVKHG LWV SXUSRVHV� DQG RWKHU� ODUJHO\� SURFHGXUDO

FRPPHQWV�

% � 2WKHU *HQHUDO 7RSLFV ���������������������������������������������������������������������� '���

&RPPHQWV IRFXVHG RQ LVVXHV ZKLFK DUH QRW GLUHFWO\ UHODWHG WR WKH

VSHFLILF SXUSRVHV RI WKLV (,6�

& � :DWHU 1HHGV ������������������������������������������������������������������������������������ '���

&RPPHQWV IRFXVHG RQ WKH QHHG IRU DGGLWLRQDO ZDWHU VXSSO\ IRU

WKH DUHD� ZD\V WR PHHW WKDW QHHG� DQG ZKR VKRXOG DGGUHVV LW�

' � $OWHUQDWLYH $ � 1R $FWLRQ ��������������������������������������������������������������� '���

&RPPHQWV UHODWHG WR WDNLQJ QR DFWLRQ WR PHHW IXWXUH ZDWHU QHHGV

LQ WKH XSSHU 'XFN 5LYHU EDVLQ�

( � $OWHUQDWLYH % � )RXQWDLQ &UHHN 5HVHUYRLU ������������������������������������� '���

&RPPHQWV IRFXVHG RQ EXLOGLQJ D UHVHUYRLU LQ WKH )RXQWDLQ &UHHN

ZDWHUVKHG DQG LVVXHV DVVRFLDWHG ZLWK WKLV SRVVLEOH SURMHFW�

) � $OWHUQDWLYH & � 'RZQVWUHDP :DWHU ,QWDNH ������������������������������������� '���

&RPPHQWV RQ WKH SURV DQG FRQV RI EXLOGLQJ D ZDWHU VXSSO\

LQWDNH GRZQVWUHDP IURP &ROXPELD�

* � $OWHUQDWLYH ' � 5DLVH 1RUPDQG\ 3RRO /HYHO����������������������������������� '���

&RPPHQWV DERXW UDLVLQJ WKH SRRO OHYHO RQ 1RUPDQG\ 5HVHUYRLU

DQG UHOHDVLQJ PRUH ZDWHU IURP WKDW GDP WR PHHW IXWXUH QHHGV

QHDU &ROXPELD�

+ � $OWHUQDWLYH ( � 7LPV )RUG 3LSHOLQH ������������������������������������������������ '���

&RPPHQWV UHODWHG WR EXLOGLQJ DQ LQWDNH DQG SLSHOLQH RQ 7LPV

)RUG 5HVHUYRLU WR PHHW GURXJKW�UHODWHG QHHGV LQ WKH &ROXPELD

DUHD�
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, � &OLPDWH� *HRORJ\� DQG 6RLOV������������������������������������������������������������� '���

$ FRPPHQW FRQFHUQLQJ WKH ODFN RI JHRORJLF DQG VRLOV ZRUN

DVVRFLDWHG ZLWK WKH SURSRVHG UHVHUYRLU LQ WKH )RXQWDLQ &UHHN

ZDWHUVKHG�

- � *URXQG :DWHU ���������������������������������������������������������������������������������� '���

&RPPHQW UHODWHG WR WKH LPSDFWV RI YDULRXV DOWHUQDWLYHV RQ JURXQG

ZDWHU LQ WKH DIIHFWHG DUHDV�

. � 6XUIDFH :DWHU���������������������������������������������������������������������������������� '���

&RPPHQWV UHODWHG WR ZDWHU TXDOLW\ SURWHFWLRQ DQG VSHFLILF ZDWHU

TXDOLW\ FRQFHSWV ZKLFK ZHUH RU ZHUH QRW GLVFXVVHG LQ WKH GUDIW

(,6�

/ � $TXDWLF /LIH ������������������������������������������������������������������������������������� '���

&RPPHQWV VSHFLILF WR DTXDWLF OLIH LVVXHV DQG WKH DTXDWLF OLIH

FRQWHQW RU HYDOXDWLRQV LQ WKH GUDIW (,6�

0 � :HWODQGV ����������������������������������������������������������������������������������������� '���

&RPPHQWV REYLRXVO\ IRFXVHG RQ ZHWODQG LVVXHV DQG WKH FRQWHQW

RI WKH GUDIW (,6 RQ WKLV VXEMHFW�

1 � )ORRGSODLQV �������������������������������������������������������������������������������������� '���

$ FRPPHQW FRQFHUQLQJ WKH HIIHFWV RI WKH DOWHUQDWLYHV RQ

IORRGSODLQV ZKLFK ZRXOG EH DIIHFWHG�

3 � 7HUUHVWULDO /LIH��������������������������������������������������������������������������������� '���

$ FRPPHQW UHODWHG WR WKH HIIHFWV RI SLSHOLQH FRQVWUXFWLRQ RQ

ZLOGOLIH� ZLOGOLIH KDELWDW� DQG WKHLU SURWHFWLRQ�

4 � (QGDQJHUHG DQG 7KUHDWHQHG 6SHFLHV ��������������������������������������������� '���

&RPPHQWV DERXW IHGHUDO� DQG VWDWH�SURWHFWHG VSHFLHV� DQG WKH

SUHVHQWDWLRQ RI WKLV LQIRUPDWLRQ LQ WKH GRFXPHQW�

5 � /DQG 8VH ������������������������������������������������������������������������������������������ '���

&RPPHQWV IRFXVHG RQ WKH ODQG ZKLFK ZRXOG EH DIIHFWHG E\ RQH

RU PRUH RI WKH DOWHUQDWLYHV DQG WKH ZD\ WKDW LQIRUPDWLRQ LV� RU

VKRXOG EH� SUHVHQWHG LQ WKH (,6�

6 � 9LVXDO� 5HFUHDWLRQ� 	 1DWXUDO $UHDV ���������������������������������������������� '���

0RVWO\ VSHFLILF FRPPHQWV DERXW WKH HIIHFWV RI UDLVLQJ WKH

1RUPDQG\ SRRO OHYHO RQ WKH 6KRUW 6SULQJ 1DWXUDO $UHD�

7 � &XOWXUDO 5HVRXUFHV ������������������������������������������������������������������������ '����

&RPPHQWV DVVRFLDWHG ZLWK WKH LGHQWLILFDWLRQ DQG SURWHFWLRQ RU

DUFKDHRORJLFDO DQG KLVWRULFDO UHVRXUFHV DV SUHVHQWHG LQ WKH GUDIW

(,6�
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8 � 6RFLRHFRQRPLFV ���������������������������������������������������������������������������� '����

&RPPHQWV UHODWHG WR WKH HFRQRPLF JURZWK SURMHFWLRQV XVHG LQ

WKH 1HHGV $QDO\VLV DQG RWKHU HFRQRPLF LVVXHV�

9 � (QYLURQPHQWDO -XVWLFH ����������������������������������������������������������������� '����

&RPPHQWV FOHDUO\ DVVRFLDWHG ZLWK HTXDOLW\ WRZDUG DOO PHPEHUV

RI WKH ORFDO DQG UHJLRQDO FRPPXQLWLHV�

&RPPHQWHU ,QGH[������������������������������������������������������������������������������� '����
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7KH GUDIW (QYLURQPHQWDO ,PSDFW 6WDWHPHQW �(,6� RQ )XWXUH :DWHU 6XSSO\ 1HHGV LQ

WKH 8SSHU 'XFN 5LYHU %DVLQ ZDV GLVWULEXWHG LQ $XJXVW ����� 0HPEHUV RI WKH

SXEOLF DQG LQWHUHVWHG DJHQFLHV SURYLGHG FRPPHQWV RQ WKH GUDIW (,6 DW D SXEOLF

PHHWLQJ KHOG RQ 6HSWHPEHU ��� ����� RU E\ VXUIDFH RU HOHFWURQLF PDLO� 0RVW

FRPPHQWV RQ WKH GUDIW (,6 ZHUH UHFHLYHG E\ 2FWREHU ��� KRZHYHU� VRPH FRPPHQWV

FRQWLQXHG WR DUULYH LQWR HDUO\ 1RYHPEHU �����

79$ UHFHLYHG D WRWDO RI �� VHWV RI FRPPHQWV RQ WKLV GUDIW (,6� LQFOXGLQJ LQGLYLGXDO

OHWWHUV� OHWWHUV IURP RUJDQL]DWLRQV DQG DJHQFLHV� DQG YHUEDO FRPPHQWV GHOLYHUHG

HLWKHU DW WKH PDLQ VHVVLRQ RI WKH SXEOLF PHHWLQJ RU LQ DQ LQGLYLGXDO FRPPHQW URRP�

7KHVH VHWV RI FRPPHQWV LQFOXGH LQSXW IURP �� LQGLYLGXDOV� RQH IHGHUDO DJHQF\�

VHYHQ VWDWH DJHQFLHV� WKUHH LGHQWLILHG FRXQW\ DQG ORFDO JRYHUQPHQW DJHQFLHV� DQG

HLJKW RWKHU RUJDQL]DWLRQV� 0RVW RI WKHVH VHWV RI FRPPHQWV IRFXVHG RQ RQO\ RQH RU

MXVW D IHZ LVVXHV� KRZHYHU� D IHZ VHWV LQFOXGHG PDQ\ LVVXHV� 7KH VL[ VHWV RI

FRPPHQWV DGGUHVVLQJ WHQ RU PRUH VHSDUDWH LVVXHV KDYH EHHQ UHSULQWHG KHUH

�VWDUWLQJ RQ SDJH '��� WR KHOS FODULI\ WKH IXOO VFRSH RI WKRVH UHYLHZV RI WKH GUDIW

(,6�

79$ KDV UHYLHZHG DOO RI WKHVH VHWV RI FRPPHQWV� KDV LGHQWLILHG VSHFLILF FRPPHQWV

DERXW WKH (,6 FRQWDLQHG LQ HDFK RI WKHP� DQG KDV DVVRFLDWHG VLPLODU FRPPHQWV WR

SURGXFH WKH IROORZLQJ OLVW RI ��� VHSDUDWH FRPPHQWV� HDFK RI ZKLFK VWLOO LGHQWLILHV

LWV RULJLQDO VRXUFH�V�� 7KHVH FRPPHQWV DUH DUUDQJHG LQ �� VHFWLRQV� JHQHUDOO\

PDWFKLQJ WKH PDMRU VXEMHFW DUHDV GLVFXVVHG LQ WKH (,6� :LWKLQ HDFK VHFWLRQ� WKH

FRPPHQWV DUH DUUDQJHG ZLWK JHQHUDO LVVXHV ILUVW� WKHQ WKRVH IRU WKH VXEMHFW DFWLRQ�

WKHQ WKRVH RSSRVHG WR LW� IROORZHG E\ DQ\ DOWHUQDWLYH FRQFHSWV� 8VXDOO\ VLPSOH

FRPPHQWV DUH SUHVHQWHG EHIRUH ORQJHU RQHV� DQG EDVLF FRPPHQWV DUH SUHVHQWHG

EHIRUH FRPSOH[ RQHV� 79$ VWDII KDYH SURYLGHG D UHVSRQVH UHODWHG WR HYHU\

FRPPHQW� HLWKHU LQGLYLGXDOO\ RU E\ FOXVWHUV RI FOHDUO\�UHODWHG FRPPHQWV�

79$ DQG WKH FRRSHUDWLQJ DJHQFLHV VLQFHUHO\ DSSUHFLDWH WKH WLPH DQG WKRXJKW D

QXPEHU RI SHRSOH KDYH DSSOLHG WR WKH UHYLHZ RI WKH GUDIW (,6� 6HYHUDO FRQFHSWV

SUHVHQWHG LQ WKHVH FRPPHQWV KDYH EHHQ XVHG WR LPSURYH WKH FRQWHQW RI WKH ILQDO

(,6� 7KHVH FRPPHQWV DOVR ZLOO KHOS WKH 'XFN 5LYHU $JHQF\ DQG RWKHU ORFDO

LQWHUHVWV DV WKH\ EHJLQ WR PDNH GHWDLOHG GHFLVLRQV DERXW KRZ WR PHHW IXWXUH ZDWHU

QHHGV RI WKH XSSHU 'XFN 5LYHU EDVLQ�



8SSHU 'XFN 5LYHU :DWHU 6XSSO\ $QDO\VLV DQG )LQDO 3URJUDPPDWLF (,6

'��

&ROXPELD :DWHU 6XSSO\ (,6 /RJ 1XPEHU ��

(QYLURQPHQWDO 6FLHQFH *UDGXDWH 6WXGHQWV� 8QLYHUVLW\ RI 7HQQHVVHH DW

&KDWWDQRRJD

2FWREHU ��� ����

/LQGD % 2[HQGLQH

7HQQHVVHH 9DOOH\ $XWKRULW\

��� : 6XPPLW +LOO 'ULYH

0DLOVWRS� :7 �&�.

.QR[YLOOH� 7HQQHVVHH �����

5(� '(,6 � )XWXUH :DWHU 6XSSO\ 1HHGV LQ WKH 8SSHU 'XFN 5LYHU %DVLQ

'HDU 0V� 2[HQGLQH�

6HYHUDO *UDGXDWH 6WXGHQWV RI (QYLURQPHQWDO 6FLHQFH KDYH UHYLHZHG WKH UHIHUHQFH 'UDIW

(QYLURQPHQWDO ,PSDFW 6WDWHPHQW �'(,6� DQG RIIHU WKH IROORZLQJ FRPPHQWV�

7KLV OHWWHU LV LQ RSSRVLWLRQ WR DOO WKH DOWHUQDWLYHV SURSRVHG LQ \RXU 'UDIW (QYLURQPHQWDO

,PSDFW 6WDWHPHQW RQ WKH )XWXUH :DWHU 6XSSO\ 1HHGV LQ WKH 8SSHU 'XFN 5LYHU %DVLQ :H

UHJDUG WKH SURSRVHG DOWHUQDWLYHV DV D KLJKO\ XQGHVLUDEOH FRXUVH RI DFWLRQ IRU VHYHUDO

UHDVRQV� +RZHYHU� LI DQ\ RI WKH SURSRVHG DOWHUQDWLYHV PXVW EH FKRVHQ ZH VXSSRUW

$OWHUQDWLYH &� 'RZQVWUHDP :DWHU ,QWDNH� >)��@ ,QFOXGHG EHORZ DUH RXU FRPPHQWV LQ

DGGLWLRQ WR RXU FULWLFLVPV LQ UHIHUHQFH WR $OWHUQDWLYH &� /DVWO\� ZH UHFRPPHQG RXU RZQ

$OWHUQDWLYH ZKLFK ZDV QRW FRQVLGHUHG LQ WKH '(,6

6HFWLRQ ��� &OLPDWH� *HRORJ\� DQG 6RLOV
$GRSWLRQ RI $OWHUQDWLYH & HQWDLOV WKH GHYHORSPHQW RI D ���PLOH SLSHOLQH DQG WKH

VXEVHTXHQW FRQVWUXFWLRQ RI LWV GRZQVWUHDP 'XFN 5LYHU ERRVWHU VWDWLRQ� 7KH VLQNKROHV DQG

FDYHV DW WKLV YHQXH RIWHQ IRUP GHOLFDWH FRQGXLWV RU QDWXUDO ZDWHU SLSHV� 7KHUH DUH FRQFHUQV

WKDW GXULQJ FRQVWUXFWLRQ WKH VLQNKROHV DQG FDYHV PD\ EH LPSDFWHG� 6XFK LPSDFWV GXULQJ

FRQVWUXFWLRQ PLJKW LQYROYH LUUHYHUVLEOH FROODSVLQJ RI WKH IUDJLOH NDUVW WRSRJUDSK\ TXLWH

SRVVLEO\ LQFUHDVLQJ WKH OLNHOLKRRG RI JURXQG ZDWHU FRQWDPLQDWLRQ� >-�@
7KH VRLOV WKDW DUH SUHVHQW LQ WKH 'XFN 5LYHU DUHD UDQJH IURP ZHOO WR PRGHUDWHO\ ZHOO

GUDLQHG VLOW\�ORDP\ VRLOV WR KLJKO\ DFLGLF DQG ORZ QXWULHQW FRQWHQW VRLOV� 7KH VLOW\�ORDP\

VRLOV DUH SURGXFWLYH IRU D YDULHW\ RI GLIIHUHQW FURSV DQG FRQVLGHUHG SULPH IDUPODQG� *UD]LQJ

FDWWOH IUHTXHQWO\ XVH VXFK VRLOV� 7KH HFRQRPLF FRVW RI FKDQJLQJ WKH ODQG XVH RI WKHVH \HZ

SURGXFWLYH DJULFXOWXUDO DUHDV PHULWV IXUWKHU LQYHVWLJDWLRQV EHIRUH LPSOHPHQWLQJ $OWHUQDWLYH

&� >5�@

6HFWLRQ ��� � ��� *URXQG DQG 6XUIDFH :DWHU
)URP D ZDWHU�TXDOLW\ SRLQW RI YLHZ� ZH EHOLHYH $OWHUQDWLYH & ZLOO KDYH WKH /HDVW

0LQLPDO ,PSDFW �/0,� RQ ZDWHU TXDOLW\ IURP ERWK WKH QDWXUDO UHVHUYRLU DQG WKH UHVHUYRLU

&RQVWUXFWLRQ DUHD LV PLQLPDO DQG GRHV QRW UXQ WKH ULVN RI FRQWDPLQDWLQJ ZDWHU IURP

H[SRVHG VRLO UXQRII RU ZLSLQJ RXW HQWLUH FRPPXQLWLHV RI RUJDQLVPV� 7KH DPRXQW RI ZDWHU

WUDQVIHUUHG LV VXIILFLHQWO\ VPDOO HQRXJK� JUHDWO\ UHGXFLQJ WKH ULVN RI DIIHFWLQJ QXWULHQW

F\FOLQJ DQG WKHUPDO VWUDWLILFDWLRQ RU WKH ORZHUHG GLVVROYHG R[\JHQ OHYHOV ZLWKLQ FHUWDLQ

SRSXODWLRQ SDUDPHWHUV� >.��@
2Q WKH RWKHU KDQG� $OWHUQDWLYH % ZLOO KDYH WKH JUHDWHVW HIIHFWV RQ WKH TXDOLW\ RI

VXUIDFH DQG JURXQG ZDWHU� 7KH ODUJH DUHD QHFHVVDU\ IRU FRQVWUXFWLRQ ZLOO KDYH DGYHUVH

HIIHFWV RQ D FRPSOH[ DUUD\ RI DTXDWLF HFRV\VWHPV )RU H[DPSOH� E\ GHVWUR\LQJ XQGHWHUPLQHG

VSHFLHV ZLWKLQ WKH ODUJH QRQ�VXUYH\HG DUHDV� ZH FDQQRW EH FHUWDLQ RI WKH LPSDFWV WKDW RQH

RU SHUKDSV WKUHH RU IRXU VSHFLHV GLVDSSHDUDQFH ZRXOG KDYH RQ WKH V\VWHP DV D ZKROH� >/�@
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7KH H[WUDFWLRQ RI VRLOV QHFHVVDU\ IRU FRQVWUXFWLRQ ZRXOG VXEMHFW WKH QHDUE\ ZDWHUV WR

KLJK DPRXQWV RI GLVVROYHG PHWDOV� SHWUROHXP DQG RUJDQLF DFLGV WKDW KDYH EHHQ ORQJ VLQFH

WUDSSHG ZLWKLQ WKH VRLOV� 7KLV FRQWDPLQDWLRQ FRXOG HIIHFWLYHO\ ORZHU WKH S+� SRVVLEO\

DIIHFWLQJ QHDUE\ JURXQG ZDWHU WDEOHV� ,Q DGGLWLRQ� LQFUHDVHG DPRXQWV RI IUHVKO\ NLOOHG SODQW

PDWWHU DQG WKH LQWURGXFWLRQ RI FDUERQ ULFK KXPXV LQWR WKH KHWHURJHQHRXV ZDWHUV PD\

FDXVH PDQ\ VSHFLHV RI KHWHURWURSKLF EDFWHULD WR EORRP� &ROOHFWLYHO\� SRWHQWLDO HIIHFWV RI

ORZHULQJ WKH GLVVROYHG R[\JHQ FRQWHQW LQ WKH UHVHUYRLU DV ZHOO DV LQFUHDVLQJ WKH FKDQFH IRU

DQ RXWEUHDN RI GDQJHURXV EDFWHULD VXFK DV &U\SWRVSRULGLXP VS�� ( FROL DQG RWKHU IHFDO

FROLIRUP PHULWV IXUWKHU UHMHFWLRQ RI $OWHUQDWLYH %� >.��@
7KH PRGLILFDWLRQ RI LQWURGXFLQJ FROG R[\JHQ GHSOHWHG ERWWRP ZDWHU LQWR WKH V\VWHP

ZLOO SRVVLEO\ IXUWKHU GHSOHWH WKH GLVVROYHG R[\JHQ � SRVVLEO\ GLVUXSWLQJ WKH FRPSOH[ WKHUPDO

VWUDWLILFDWLRQ OD\HUV LQ WKH ZDWHU� 6XFK D GLVUXSWLRQ FRXOG DOVR LQWHUIHUH ZLWK QXWULHQW

F\FOLQJ � D QHFHVVLW\ IRU DOO OLIH LQ DTXDWLF V\VWHPV� $FFXUDWH LPSDFW DVVHVVPHQWV GHDOLQJ

ZLWK VXFK LQWULFDWHO\ FRPSOH[ F\FOHV DQG R[\JHQ GHSOHWLRQ HIIHFWV �RIWHQ H[SRQHQWLDO� LQ

$OWHUQDWLYH % VKRXOG EH DSSURDFKHG ZLWK FDXWLRQ� >.�@
$GGLWLRQDOO\� PDQ\ ELYDOHQW PHWDO LRQV WHQG WR GLVVROYH RXW RI VROXWLRQ DQG LQWR WKH

VRLOV RYHU WLPH +RZHYHU� D ORZHUHG S+ DQG GHSOHWHG GLVVROYHG R[\JHQ ZLOO FDXVH PDQ\

PHWDOV �FDOFLXP� PDQJDQHVH� HWF� WR GLVVROYH EDFN LQWR WKH ZDWHU� 7KLV DORQH FDQ KDYH D

KD]DUGRXV HIIHFW XSRQ KXPDQV YLD SULPDU\ LQJHVWLRQ� VHFRQGDU\� LQJHVWLRQ RU SURORQJHG

FRQWDFW� >.��@
7KHVH UHDVRQV DORQH EUDQG $OWHUQDWLYH % XQDFFHSWDEOH EHFDXVH RI LWV HIIHFWV RQ

ZDWHU TXDOLW\� 7KH LVVXH LV QRW MXVW WKH SUHYLRXVO\ HOXFLGDWHG IDFWRUV WKDW SUHVHQW GDQJHU RU

FDXWLRQ� EXW WKH LQILQLWH XQIRUHVHHDEOH IDFWRUV WKDW PD\ FDXVH WKH JUHDWHVW GDPDJH�

6HFWLRQ ��� $TXDWLF /LIH
7KHUH DSSHDU WR EH IHZ LPSDFWV RQ WKH DTXDWLF IDXQD DVVRFLDWHG ZLWK WKH DGRSWLRQ RI

$OWHUQDWLYH &� 2I WKH DOWHUQDWLYHV VXJJHVWHG E\ 79$� $OWHUQDWLYHV & DQG ( DSSHDU WR EH WKH

PRVW UHDVRQDEOH DOWHUQDWLYHV FRQFHUQLQJ DTXDWLF OLIH� 'XH WR WKH UHODWLYHO\ ORZ DPRXQW RI

ZDWHU WKDW LV EHLQJ ZLWKGUDZQ IURP WKH SURSRVHG VLWH LQ $OWHUQDWLYH &� IHZ QHJDWLYH HIIHFWV

ZRXOG EH OLNHO\� 6HGLPHQWDWLRQ IURP FRQVWUXFWLRQ FRXOG SUHVHQW ORFDOL]HG SUREOHPV LQ WHUPV

RI GLVWXUELQJ KDELWDWV RI EHQWKLF DQG OLWKRSKLOLF VSHFLHV� HVSHFLDOO\ FHUWDLQ SHUFLG DQG

F\SULQG ILVKHV ZKLFK XWLOL]H WKHVH KDELWDWV IRU VSDZQLQJ ��� GDUWHU VSHFLHV DQG ��

VKLQHU�FKXE VSHFLHV�� >/�@
$GGLWLRQDOO\� WKHUH LV FRQFHUQ WKDW WKH SURMHFW PD\ SRVH VRPH ORFDOL]HG WKUHDWV WR WKH

PROOXVN IDXQD� DV WKH\ WRR DUH VHQVLWLYH WR VHGLPHQWDWLRQ IURP FRQVWUXFWLRQ DFWLYLWLHV

)RUWXQDWHO\� WKH PROOXVN IDXQD DW WKH SRWHQWLDO ZLWKGUDZDO VLWH �50 ���� GRHV QRW FRQWDLQ

VRPH RI WKH PRUH VHQVLWLYH PXVVHO VSHFLHV �(SLREODVPD VS�� /HPLR[ VS��� +RZHYHU� OLWWOH RU QR

VXUYH\ GDWD FRQFHUQLQJ WKH JDVWURSRG IDXQD IURP WKLV UFDFK LV DYDLODEOH� *LYHQ WKH SUHVHQFH

RI DQ HQGHPLF JDVWURSRG LQ WKH 'XFN 5LYHU V\VWHP �/LWKDVLD JHQWLFXODWD�� DQG WKH ULFK

VSHFLHV GLYHUVLW\ SUHVHQW LQ WKH 'XFN� LW LV LQFXPEHQW RQ 79$ WR FRQGXFW D JDVWURSRG

LQYHQWRU\ LQ WKLV SURSRVHG ZLWKGUDZDO DUHD� 79$ QHHGV WR EH DZDUH RI ZKDW DTXDWLF IDXQD

LV WR EH UHDVRQDEO\ DIIHFWHG E\ D ZLWKGUDZDO VWDWLRQ� >/�@

6HFWLRQ ��� :HWODQGV
$V SUHYLRXVO\ VWDWHG LQ WKH '(�6� WKH LPSOHPHQWDWLRQ RI $OWHUQDWLYH & ZRXOG KDYH

VKRUW�WHUP PLQRU HIIHFWV RQ VRPH NQRZQ ZHWODQGV� 7KH PLQRU HIIHFWV DUH IXUWKHU GHILQHG DV

SUREDEOH PLQLPDO FRQVWUXFWLRQ HIIHFWV LQ WKH '(,6� 7KH VHYHULW\ RI WKH PLQRU VKRUW�WHUP

HIIHFWV LV DSSDUHQWO\ GHSHQGHQW RQ WKH SURSHU VLWLQJ� GHVLJQ� DQG FRQVWUXFWLRQ RI WKH

FRQWLJXRXV IDFLOLWLHV� /RQJ�WHUP HIIHFWV DQG QHW ORVV RU WRWDO GLVSODFHPHQW DVVHVVPHQWV IRU

WKRVH ZHWODQGV DUH QRW DGHTXDWHO\ DGGUHVVHG LQ WKH '(,6� 7KH LVVXHV EHORZ PHULW

LQYHVWLJDWLRQV EHIRUH VHOHFWLRQ RI $OWHUQDWLYH &� DOEHLW LW LV WKH QRPLQHH� 7KH ZHWODQGV LQ

SHULO QHHG SURSHU GHQRWDWLRQV DV HLWKHU IRUHVWHG DQG VFUXE�VKUXE W\SH RU HPHUJHQW W\SH

ZHWODQGV� >0�@ )XUWKHUPRUH� D YDVFXODU DQG QRQ�YDVFXODU LQYHQWRU\ IRU HQGDQJHUHG RU

WKUHDWHQHG VSHFLHV LV DSSURSULDWH LI QRW LPSHUDWLYH� >4�@



8SSHU 'XFN 5LYHU :DWHU 6XSSO\ $QDO\VLV DQG )LQDO 3URJUDPPDWLF (,6

'���

6HFWLRQ ��� )ORRG 3ODLQV
6LQFH WKH SXUSRVH RI WKLV SURMHFW LV WR VXSSO\ ZDWHU� WKH SLSHOLQH DQG WKH LQWDNH ZLOO

KDYH WR EH FRQVWUXFWHG LQ WKH IORRG SODLQ EHFDXVH WKHUH LV QR RWKHU IHDVLEOH DOWHUQDWLYH� 7KLV

ZLOO FDXVH VRPH GLVUXSWLRQ WR WKH DUHDV DURXQG WKH FRQVWUXFWLRQ RI WKH SLSHOLQH� EXW LI WKH

GLVWXUEHG DUHDV DUH UHYHUWHG EDFN WR WKHLU QDWXUDO VWDWH WKHUH VKRXOG QRW EH DQ\ ORQJ WHUP

HIIHFWV� 7KH URXWH FKRVHQ IRU WKH SLSHOLQH ZRXOG WDNH LW DFURVV QXPHURXV VWUHDPV� ,W LV DW

WKHVH SRLQWV WKDW LW ZLOO EH FUXFLDO IRU WKH FRQVWUXFWLRQ RI WKH SLSHOLQH WR IROORZ EHVW

PDQDJHPHQW SUDFWLFHV WR PLQLPL]H WKH LPSDFWV RI WKH FURVVLQJV� 7KH SLSHOLQHV ZLOO DOVR

KDYH WR EH FRQVWUXFWHG LQ D ZD\ WR PDNH WKHP DEOH WR ZLWKVWDQG IORRG OLNH FRQGLWLRQV DQG WR

FRPSO\ ZLWK WKH 1DWLRQDO )ORRG ,QVXUDQFH $FW�

$OWHUQDWLYH & ZRXOG HIIHFW RQO\ VPDOO DUHDV GXULQJ FRQVWUXFWLRQ� EXW ZLWKRXW DQ\

PDMRU LPSDFWV� 7KHUH ZRXOG EH QR FKDQJH LQ WKH FOLPDWH RU WKH JHQHUDO FKDUDFWHULVWLFV RI

WKH JHRORJ\ RI WKH 'XFN 5LYHU DUHD� 7KH HIIHFWV XSRQ WKH VRLOV DQG WKH IORRG SODLQ ZLOO EH

QHJOLJLEOH� >1�@

6HFWLRQ ��� 7HUUHVWULDO /LIH
*LYHQ WKH OHQJWK RI WKH SURSRVHG SLSHOLQH ��� PLOHV�� FHUWDLQ VSHFLHV FRXOG EH

DIIHFWHG HLWKHU E\ GLUHFWO\ GLVWXUELQJ KDELWDW RU WKURXJK GLVWXUEDQFH RI IRUDJLQJ DELOLW\�

QHVWLQJ� HWF� $WWHQWLRQ WR VHQVLWLYH VSHFLHV �VXFK DV WKH ,QGLDQD *UD\ %DW� VKRXOG EH

FRQVLGHUHG� >4�@ 0RVW LPSRUWDQWO\ WR FRQVLGHU DUH KDELWDW IUDJPHQWDWLRQ HIIHFWV DVVRFLDWHG

ZLWK D SLSHOLQH ULJKW�RI�ZD\� 7KLV ZRXOG KDYH WKH SRWHQWLDO WR GHVWUR\ XQGHUJURXQG

QHVWV�EXUURZV RI WHUUHVWULDO VSHFLHV DQG SRWHQWLDOO\ LPSDFW D VSHFLHV PHWDSRSXODWLRQ� 79$

VKRXOG DGGUHVV SRWHQWLDO LPSDFW DUHDV IRU ZKDWHYHU WHUUHVWULDO VSHFLHV DUH ORFDWHG WKHUH� DQG

SURYLGH VRPH DWWHPSW WR UHORFDWH VSHFLHV WKDW PRVW OLNHO\ DIIHFWHG E\ SLSHOLQH FRQVWUXFWLRQ�

$GGLWLRQDOO\� 79$ VKRXOG LQYHVWLJDWH WKH SRVVLELOLW\ RI FR�ORFDWLQJ WKH SURSRVHG SLSHOLQH LQ

H[LVWLQJ ULJKW�RI�ZD\V� >3�@

6HFWLRQ ��� (QGDQJHUHG DQG 7KUHDWHQHG 6SHFLHV
&RQVLGHULQJ HQGDQJHUHG RU RWKHUZLVH SURWHFWHG YDVFXODU SODQW VSHFLHV RI 7HQQHVVHH�

WKH '(,6 PHWKRGRORJ\ RI GHWHUPLQLQJ WKH SRWHQWLDO IRU D SURWHFWHG VSHFLHV WR RFFXU LQ DQ\ RI

WKH 8SSHU 'XFN 5LYHU %DVLQ DOWHUQDWLYH SURMHFW DUHDV LV XQDFFHSWDEOH� )XUWKHUPRUH� VLPSO\

VWDWLQJ WKH OLNHOLKRRG RI D SURWHFWHG VSHFLHV RFFXUULQJ LQ DQ DIIHFWHG DUHD DV HLWKHU 
\HV
 RU


QR
 LV DOVR XQDFFHSWDEOH� )RU H[DPSOH� +HOLDQWKXV HJJHUWLL RFFXUV LQ QLQH �QRW HLJKW�

7HQQHVVHH FRXQWLHV �&KHVWHU� ( :� :RIIRUG� % (�� DQG 5REHUW .UDO� ����� $WODV RI 7HQQHVVHH

9DVFXODU 3ODQWV
� 9ROXPH � $QJLRVSHUPV� 'LFHWV 0LVFHOODQHRXV 3XEOLFDWLRQ 1XPEHU ��� 7KH

&HQWHU IRU )LHOG %LRORJ\� $XVWLQ 3HD\ 8QLYHUVLW\� &ODUNVYLOOH� 7HQQHVVHH� ��� SS��� 7KLV

FRPSRVLWH� DV QRWHG LQ WKH '(,6� RFFXUV DSSUR[LPDWHO\ WZHOYH PLOHV 6: RI &ROXPELD LQ

0DXU\ &RXQW\� $V VWDWHG LQ WKH '(,6� +� HJJHUWLL LV QRW NQRZQ WR RFFXU LQ WKH &HQWUDO

%DVLQ 3K\VLRJUDSKLF 3URYLQFH RI 7HQQHVVHH� +RZHYHU� VLJQLILFDQW SRUWLRQV RI 0DXU\�

%HGIRUG� DQG 'DYLGVRQ &RXQWLHV HDFK ZLWK D VLWH UHFRUG RI WKH FRPSRVLWH VXEVHTXHQWO\

RFFXU LQ WKH &HQWUDO %DVLQ 3K\VLRJUDSKLF 3URYLQFH �&KHVWHU�� LQFOXGLQJ WKH VWDWLRQ DW 0DXU\

&RXQW\� 7KLV DORQH HVWDEOLVKHV WKDW WKH SURWHFWHG SODQW LV QRW DVVRFLDWHG H[FOXVLYHO\ ZLWK

WKH +LJKODQG 5LP 3URYLQFHV �(DVW DQG :HVW�� 6L[ FRXQWLHV LQ WKH (DVWHUQ DQG :HVWHUQ

+LJKODQG 5LP 3URYLQFHV VXSSRUW +� HJJHUWLL �&KHVWHU HW DO�� ������ QRW LQFOXGLQJ WKH VWDWLRQ

DW &RIIHH &RXQW\ DV VWDWHG LQ WKH '(,6� 7KUHH RI WKH QLQH NQRZQ DQG GRFXPHQWHG

7HQQHVVHH VWDWLRQV RI WKH FRPSRVLWH DUH VXSSRUWHG LQ WKH &HQWUDO %DVLQ 3URYLQFH

FRQWUDGLFWRU\ WR VWDWHPHQWV LVVXHG LQ WKH '(,6� >4��@
&RQVLGHULQJ WKDW WKUHH RI WKH SRSXODWLRQV RFFXU LQ WKH +LJKODQG 5LP 3URYLQFH DQG

PRUH LPSRUWDQWO\ WKUHH LQ WKH &HQWUDO %DVLQ 3URYLQFH� VKRXOG QRW D FRPSOHWH YDVFXODU SODQW

LQYHQWRU\ EH FRQGXFWHG EHIRUH DQ\ DOWHUQDWLYH LV LPSOHPHQWHG" $OWKRXJK VXUYH\V ZHUH

FRQGXFWHG RQ &ROXPELD 3URMHFW /DQGV� WKHLU PHWKRGRORJLHV DUH SRRUO\ LI DW DOO GHOLQHDWHG LQ

WKH '(,6 � PHUHO\ VWDWHG DV H[WHQVLYH VXUYH\V ZHUH FRQGXFWHG� 'LG WKH VXUYH\V LQWHQG WR

ILQG RQO\ +� HJJHUWLL RU DOO WKH VWDWHV OLVWHG DQG IHGHUDO VSHFLHV" +RZ LV DQ H[WHQVLYH VXUYH\

GHILQHG" &RPSOHWH YDVFXODU LQYHQWRULHV VKRXOG HQWDLO D V\VWHPDWLF FROOHFWLRQ ZLWKLQ DOO

DIIHFWHG DUHDV� QRW PHUHO\ SUREDEOH KDELWDWV� 6DPSOLQJ VKRXOG UXQ WKURXJK WZR JURZLQJ
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VHDVRQV GHSHQGLQJ RQ WKH DUHD DQG QXPEHU RI KDELWDWV DQG GRFXPHQWDWLRQ RI VSHFLPHQV

�YRXFKHU VSHFLPHQV LI DSSOLFDEOH IRU SURWHFWHG VSHFLHV RU HYHQ SLFWXUHV� DQG WKHLU UHVSHFWLYH

ORFDWLRQV VKRXOG DOO EH REWDLQDEOH E\ WKH SXEOLF� )XUWKHUPRUH� H[WHQVLYH VXUYH\V DUH QRW

WDQWDPRXQW WR EDVHOLQH LQYHQWRULHV� 6XUHO\� D VLQJOH YRXFKHU VSHFLPHQ IRU HYHU\ YDVFXODU

SODQW HQFRXQWHUHG ZDV FROOHFWHG DQG LGHQWLILHG LQ WKH &ROXPELD 3URMHFW /DQGV DUHD� ,I QRW�

KRZ FDQ WKH VSHFLHV SUREDELOLW\ RU OLNHOLKRRG RI RFFXUUHQFH EH VWDWHG ZLWK DQ\ FRQILGHQFH"

>4��@

/DVWO\� 6FKZDOEHD DPHULFDQD DQG ;\ULV WHQQHVVHHQVLV IRXQG LQ &RIIHH DQG /HZLV

&RXQWLHV UHVSHFWLYHO\ DUH ERWK FRQVLGHUHG QRW SRWHQWLDOO\ DIIHFWHG RU OLNHO\ WR RFFXU LQ DQ\ RI

WKH DOWHUQDWLYH SURMHFW DUHDV 7KHVH DVVXPSWLRQV DUH EDVHG RQ DQ ���� VLWH UHFRUG DQG DQ

HLJKW�PLOH VHSDUDWLRQ IURP D SURSRVHG DOWHUQDWLYH SURMHFW DUHD� 7KH LVVXH KHUH GRHV QRW

FRQFHUQ LWVHOI ZLWK WDQJLEOH GLVWDQFHV DQG XQFRPPRQO\ LQWHUPLWWHQW UHFRUGV� RU HYHQ

GLVWULEXWLRQV DPRQJVW SK\VLRJUDSKLF SURYLQFHV RI SURWHFWHG SODQWV QHDU SUREDEOH DIIHFWHG

DUHDV� %XW VLPSO\ KRZ FDQ VWDWHPHQWV LQ WKH '(,6 EH PDGH FRQFHUQLQJ WKH SRWHQWLDO RU

OLNHOLKRRG RI DW OHDVW VL[W\�HLJKW SURWHFWHG VSHFLHV RFFXUULQJ LQ DOWHUQDWLYH DUHDV ZLWKRXW D

FRPSOHWH EDVHOLQH YDVFXODU SODQW LQYHQWRULHV� >4�@

6HFWLRQ ���� /DQG 8VH
$OWHUQDWLYH & ZRXOG RQO\ KDYH VKRUW�WHUP DGYHUVH HIIHFWV RQ ODQG XVH� SULPDULO\

EHFDXVH WKH ORFDWLRQ DQG FRQVWUXFWLRQ RI WKH SLSHOLQH� LQWDNH� DQG ERRVWHU VWDWLRQ FDQ EH

DGMXVWHG VR DV WR PLQLPL]H WKHLU HIIHFWV RQ SULPH IDUPODQG DQG RWKHU XVHV RI WKH ODQG LQ WKH

DUHD� 'XH WR LWV PLQLPXP UHTXLUHPHQWV IRU ODQG �HVWLPDWHG WR EH � DFUHV SOXV ��� DFUHV RI

HDVHPHQW IRU WKH SLSHOLQH�� WKLV DOWHUQDWLYH LV SUHIHUUHG RYHU $OWHUQDWLYH % ZKLFK ZRXOG

UHTXLUH WKH GLVWXUEDQFH RI ����� DFUHV RI ODQG� >5�@

6HFWLRQ ���� 5HFUHDWLRQ
$OWHUQDWLYH & ZRXOG KDYH RQO\ D PLQLPXP LPSDFW XSRQ WKH UHFUHDWLRQDO XVH RI WKH

'XFN 5LYHU � DQG IRU RQO\ D EULHI SHULRG RI WLPH 2QO\ D YHU\ VPDOO �� � DFUH� ZRXOG EH

UHTXLUHG IRU WKH LQWDNH VWUXFWXUH $OVR� QHLWKHU WKH SUHVHQFH QRU RSHUDWLRQ RI WKH

XQGHUJURXQG SLSHOLQH ZRXOG QHJDWLYHO\ LPSDFW WKH UHFUHDWLRQDO XVH RI WKLV ULYHU� >6�@

6HFWLRQ ���� &XOWXUDO 5HVRXUFHV
:KHQ FRPSDUHG ZLWK $OWHUQDWLYH ( �UHTXLULQJ D ���PLOH�ORQJ SLSHOLQH�� DQG

$OWHUQDWLYH % �UHTXLULQJ WKH GLVWXUEDQFH RI ����� DFUHV�� $OWHUQDWLYH & ZRXOG RQO\ GLVWXUE D

VPDOO DPRXQW RI /DQG 7KHUHIRUH� DVVXPLQJ WKDW WKH SRWHQWLDO FXOWXUDO UHVRXUFHV DUH HYHQO\

GLVWULEXWHG� WKH $OWHUQDWLYH & ZRXOG KDYH WKH OHDVW LPSDFW RQ DQ\ H[LVWLQJ FXOWXUDO

UHVRXUFHV� ,Q DGGLWLRQ� DIWHU WKH VLWH�URXWH LV UHYLHZHG E\ WKH 7HQQHVVHH 6WDWH +LVWRULF

3UHVHUYDWLRQ 2IILFH� WKH SLSHOLQH FRQVWUXFWLRQ FRXOG EH DGMXVWHG WR PLQLPL]H IXUWKHU

GLVWXUEDQFH WR FXOWXUDO UHVRXUFHV XQGHU WKLV DOWHUQDWLYH� >7�@

6HFWLRQ ���� � ����
$OWHUQDWLYH & KDV VRPH XQDYRLGDEOH DGYHUVH LPSDFWV ZKLFK LQFOXGH WKH FRQVWUXFWLRQ

RI �� PLOHV RI SLSHOLQH DQG ORFDOL]HG VKRUW�WHUP LPSDFWV RQ DTXDWLF� WHUUHVWULDO� DQG FXOWXUDO

UHVRXUFHV� ,W DOVR KDV VRPH LUUHYHUVLEOH DQG LUUHWULHYDEOH UHVRXUFH FRPPLWPHQWV WR EXLOG WKH

LQWDNHV� SXPSLQJ VWDWLRQV� DQG SLSHOLQHV� 7KHUH ZLOO EH ORQJ�WHUP FRPPLWPHQWV RI DURXQG

�� DFUHV RI ODQG IRU WKH LQWDNH DQG SXPSLQJ IDFLOLWLHV� DQG VKRUW�WHUP XVH RI WKH ODQG

VXUIDFH DORQJ WKH URXWHV RI WKH SLSHOLQHV�

+RZHYHU� DQ DOWHUQDWLYH WKDW ZH IHHO ZRXOG EHVW ILW WKLV SURMHFW ZDV QRW FRQVLGHUHG� 7KLV

DOWHUQDWLYH LV DV IROORZV�

$OWHUQDWLYH 1RW &RQVLGHUHG
*LYHQ WKH SRWHQWLDO VHULRXV LPSDFWV RQ DTXDWLF IDXQD LQ VHYHUDO SURSRVHG

DOWHUQDWLYHV� 79$ LV VWURQJO\ XUJHG WR FRPSOHWHO\ GLVUHJDUG $OWHUQDWLYH % DQG '� DQG

FRQVLGHU WKH SRVVLELOLW\ RI FRQVWUXFWLQJ DQ RIIVKRUH UHVHUYRLU 3DJH �� RI WKH '(,6 VWDWHG WKDW



8SSHU 'XFN 5LYHU :DWHU 6XSSO\ $QDO\VLV DQG )LQDO 3URJUDPPDWLF (,6

'���

WKLV DOWHUQDWLYH ZDV �DGHTXDWHO\ UHSUHVHQWHG E\ WKH )RXQWDLQ &UHHN 5HVHUYRLU DOWHUQDWLYH� �

+RZHYHU� RXU SURSRVHG DOWHUQDWLYH UHSUHVHQWV DQ HQWLUHO\ GLIIHUHQW VFRSH WKDQ D WULEXWDU\

UHVHUYRLU� 79$ VKRXOG QRW FRQVLGHU WKHVH DOWHUQDWLYHV WR EH WKH VDPH�

*LYHQ WKH QXPEHU RI IHGHUDOO\ OLVWHG DTXDWLF VSHFLHV LQ WKH 'XFN 5LYHU V\VWHP� DQG

WKH UHODWLYHO\ FRPPRQ QDWXUH RI PDQ\ RI WKH WHUUHVWULDO SODQWV DQG DQLPDOV� LW PDNHV PXFK

PRUH VHQVH WR OLPLW LPSDFWV WR DQ RIIVKRUH VLWH� ,PSDFWV ZLWK WKLV VRUW RI DOWHUQDWLYH ZRXOG

OLNHO\ RQO\ DIIHFW SODQW FRPPXQLWLHV LQ WKH DUHD� 6LQFH 79$ KDV SXUFKDVHG WKH ULJKWV WR

����� DFUHV RI ODQG ZLWKLQ WKH )RXQWDLQ &UHHN ZDWHUVKHG� VXUHO\ D SDUFHO RI ODQG H[LVWV

ZKHUH IHZ VHQVLWLYH SODQW RU DQLPDO FRPPXQLWLHV H[LVW� RU ZKHUH WKHVH HIIHFWV ZRXOG EH

PLQLPDO� 7KLV DOWHUQDWLYH ZRXOG SUHVHUYH WKH ELRWLF LQWHJULW\ RI WKH DTXDWLF IDXQD RI WKH

)RXQWDLQ &UHHN V\VWHP ���� VSS���

$GGLWLRQDOO\� WKLV DOWHUQDWLYH FRXOG DGHTXDWHO\ PHHW ZDWHU VXSSO\ QHHGV LI WKH

FRQWDLQPHQW UHVHUYRLU ZDV EXLOW WR DFFRPPRGDWH D ODUJH YROXPH RI ZDWHU �FD� , ELOOLRQ

JDOORQV�� 6XFK D UHVHUYRLU DOORZHG WR ILOO VORZO\ ZRXOG PLQLPL]H FXELF IHHW SHU VHFRQG �FIV�

UHPRYDO HIIHFWV LI WKH ZDWHU ZLWKGUDZDO DUHD ZHUH DURXQG 'XFN 5LYHU 0LOH ��������

)XUWKHUPRUH� WKLV DOWHUQDWLYH FRXOG DOORZ FRQVWUXFWLRQ RI WKH UHVHUYRLU QHDU WKH ULYHU �ZLWKLQ

D IHZ PLOHV�� WKHUHIRUH HOLPLQDWLQJ WKH QHHG IRU D ����� PLOH SLSHOLQH�

79$ VKRXOG VWURQJO\ FRQVLGHU LQFOXGLQJ WKLV DOWHUQDWLYH LQ WKHLU SRWHQWLDO UHYLVLRQV RU

DWWDFKPHQWV WR WKH '(,6� >$��@ %HVLGHV $OWHUQDWLYH & DQG (� WKLV DOWHUQDWLYH ZRXOG SRVH

WKH OHDVW WKUHDW WR WKH DTXDWLF IDXQD

6LQFHUHO\�

*UDGXDWH 6WXGHQWV � (QYLURQPHQWDO 6FLHQFH

8QLYHUVLW\ RI 7HQQHVVHH DW &KDWWDQRRJD
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&ROXPELD :DWHU 6XSSO\ (,6 /RJ 1XPEHU ��

-XVWLQ 3� :LOVRQ� 'HSXW\ WR WKH *RYHUQRU RI 7HQQHVVHH

2FWREHU ��� ����

0V� /LQGD 2[HQGLQH

'UDIW (,6�8SSHU 'XFN 5LYHU %DVLQ

��� :HVW 6XPPLW +LOO 'ULYH� :7 �&

.QR[YLOOH� 7HQQHVVHH �����

'HDU 0V� 2[HQGLQH�

$V WKH *RYHUQRU
V /HDG &RQWDFW IRU 6WDWH RI 7HQQHVVHH� 1DWLRQDO (QYLURQPHQWDO 3ROLF\ $FW

�1(3$� UHYLHZV� , DP SURYLGLQJ FRPPHQWV LQ UHVSRQVH WR WKH 'UDIW (QYLURQPHQWDO ,PSDFW

6WDWHPHQW �'(,6�� )XWXUH :DWHU 6XSSO\ 1HHGV LQ WKH 8SSHU 'XFN 5LYHU %DVLQ� $XJXVW

����� 7KH DWWDFKHG FRPPHQWV IURP VWDWH DJHQFLHV UHSUHVHQW WKH FRPSOHWH DQG RIILFLDO

UHVSRQVH RI WKH 6WDWH RI 7HQQHVVHH� 3OHDVH JLYH WKHVH FRPPHQWV \RXU IXOO FRQVLGHUDWLRQ�

$ YDULHW\ RI XQUHVROYHG LVVXHV DQG XQPHW REOLJDWLRQV UHPDLQHG DIWHU WKH FORVXUH RI WKH

&ROXPELD 'DP SURMHFW� )LUVW DQG IRUHPRVW RI WKHVH LV WKH QHHG WR UHVROYH WKH ORQJ�WHUP

ZDWHU VXSSO\ QHHGV RI WKH 8SSHU 'XFN 5LYHU %DVLQ� ,Q *RYHUQRU 'RQ 6XQGTXLVW
V YLHZ�
FOHDQ DQG GHSHQGDEOH ZDWHU IRU WKH &ROXPELD UHJLRQ LV DV IXQGDPHQWDO WR WKH
HFRQRPLF JURZWK RI WKH UHJLRQ DV LV GHSHQGDEOH� ORZ�FRVW HOHFWULFLW\� 7KLV LV WKH
6WDWH
V RYHUULGLQJ FRQFHUQ� >&�@

$V ZH VWDWHG LQ RXU OHWWHU GDWHG 0DUFK �� ���� FRQFHUQLQJ WKH FORVXUH RI WKH &ROXPELD

SURMHFW� �7KH 79$ VKRXOG YHULI\ H[LVWLQJ SXEOLF ZDWHU VXSSO\ VRXUFHV RU ILQDQFH QHZ VXSSOLHV

DW OHYHOV WKDW PHHW ORFDO ORQJ�UDQJH ZDWHU VXSSO\ QHHGV DV GHILQHG E\ WKH 5HJLRQDO :DWHU

6XSSO\ $QDO\VLV IRU 6RXWKHUQ :LOOLDPVRQ� 0DUVKDOO DQG 0DXU\ &RXQWLHV RU E\ WKH 6WDWH��

:H DOVR VWDWHG� �$OWKRXJK ORFDO LQWHUHVWV KDYH VKDUHG UHVSRQVLELOLW\ WR VXSSRUW ZDWHU

VXSSOLHV� WKH ODUJHU EXUGHQ WR YHULI\ RU SURGXFH GHSHQGDEOH ZDWHU VXSSOLHV LV 79$
V DORQH��

7KHVH DVVHUWLRQV UHPDLQ WUXH�

79$
V ZDWHU DQDO\VLV VHULRXVO\ H[DPLQHV UHJLRQDO ZDWHU VXSSO\ QHHGV� ,W LV D UHVSRQVLEOH

HIIRUW WR PHHW \RXU REOLJDWLRQV WR WKH SHRSOH RI WKH 8SSHU 'XFN 5LYHU UHJLRQ� >$��@

7KH GUDIW LGHQWLILHV D YDULHW\ RI DOWHUQDWLYHV UDQJLQJ IURP D WUDGLWLRQDO LPSRXQGPHQW�

SLSHOLQH RSWLRQV DQG D GDP LPSURYHPHQW DOWHUQDWLYH� $ VLQJOH DOWHUQDWLYH RU FRPELQDWLRQ RI

RSWLRQV FDQ SURYLGH ZDWHU ZHOO LQWR WKH IXWXUH�

2QH RU PRUH RI WKH DOWHUQDWLYHV DGGUHVVHG E\ WKH (,6 PD\ SURYLGH D ORQJ�WHUP DQG UHOLDEOH

VRXUFH RI ZDWHU� >$��@ 7KH IROORZLQJ VXPPDUL]HV RXU YLHZ RI WKH DOWHUQDWLYHV HYDOXDWHG�

x 7KH )RXQWDLQ &UHHN 'DP $OWHUQDWLYH LV IUDXJKW ZLWK ERWK RSSRUWXQLW\ DQG OLPLWDWLRQV� 7KLV

DOWHUQDWLYH DSSHDUV WR SURYLGH DQ DGHTXDWH ZDWHU VXSSO\� 7KH &ROXPELD 'DP ODQG XVH (,6�

DVVRFLDWHG GHHG UHVWULFWLRQV DQG DJHQF\ DJUHHPHQWV SURYLGH IRU HQYLURQPHQWDO PLWLJDWLRQ�

2WKHU SHUPLW LVVXHV PXVW EH UHVROYHG EHIRUH SURMHFW DSSURYDO� 0RUHRYHU� UHVHUYRLU
V VKDOORZ

QDWXUH FUHDWHV FKDOOHQJHV IRU ZDWHU TXDOLW\� ,Q QR HYHQW� KRZHYHU� VKRXOG WKH )RXQWDLQ

&UHHN 'DP DOWHUQDWLYH EH DEDQGRQHG XQWLO SURYLVLRQV KDYH EHHQ PDGH IRU DQ DGHTXDWH

ZDWHU VXSSO\ WKURXJK ����� >(��@

x %DVHG RQ LQIRUPDWLRQ SURYLGHG E\ WKH (,6� WKH 7HQQHVVHH 'HSDUWPHQW RI (QYLURQPHQW DQG

&RQVHUYDWLRQ
V 'LYLVLRQ RI :DWHU 6XSSO\ VWDWHV WKDW WKH 7LP
V )RUG SLSHOLQH DOWHUQDWLYH

SURYLGHV WKH KLJKHVW TXDQWLW\ DQG TXDOLW\ ZDWHU� 7KLV DOWHUQDWLYH PD\ DOVR SURYLGH EHQHILWV

WR RWKHU FRPPXQLWLHV DORQJ LWV URXWH ZKR IDFH LQFUHDVLQJ ZDWHU QHHGV� >+�@
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x 5DLVLQJ 1RUPDQG\ 'DP KDV DGGLWLRQDO EHQHILWV LQGHSHQGHQW RI WKH ZDWHU QHHGV LGHQWLILHG LQ

WKLV VWXG\� >*��@

7KH DVVXPSWLRQV DQG FRQFOXVLRQV LQ WKLV GRFXPHQW ZRXOG EH PRUH FRPSOHWH LI WKH\

LQFOXGHG DGGLWLRQDO LQIRUPDWLRQ DQG DVVHVVPHQW� 6WDWH DJHQFLHV KDYH LGHQWLILHG D YDULHW\ RI

FRQFHUQV WKDW PD\ DGG JUHDWHU FODULW\ WR IXWXUH GHFLVLRQV� 7KH IROORZLQJ VKRXOG EH

LQFRUSRUDWHG LQWR WKH ILQDO GUDIW�

x :H GR QRW DFFHSW WKH SUHPLVH LQ WKH 'UDIW (,6 WKDW WKHUH ZLOO EH QR JURZWK LQ �QHZ ODUJH�

ZDWHU FRQVXPLQJ LQGXVWULHV�� 7KH 7HQQHVVHH 'HSDUWPHQW RI (FRQRPLF DQG &RPPXQLW\

'HYHORSPHQW EHOLHYHV WKDW LQGXVWULDO JURZWK ZLOO EH FULWLFDO WR WKH IXWXUH JURZWK RI WKH

UHJLRQ� >8�@

x $GGLWLRQDO FRQVLGHUDWLRQ RI ORZ�IORZ LPSDFWV IURP LPSOHPHQWDWLRQ RI $OWHUQDWLYH &� WKH

SLSHOLQH WR GRZQVWUHDP UHDFKHV RI WKH 'XFN 5LYHU� VKRXOG EH IXUWKHU HYDOXDWHG DQG

GLVFXVVHG� $OO LPSDFWV VKRXOG EH ZHLJKHG DQG DVVHVVHG WR FRQWUDVW HDFK DOWHUQDWLYH IXOO\�

>)��@

x %URDGHU EHQHILWV SURYLGHG E\ WKH 1RUPDQG\ UHVHUYRLU RSWLRQ WR LQFUHDVH IORZ LQ WKH 'XFN

5LYHU DQG WKH SRWHQWLDO IRU PLWLJDWLRQ PHDVXUHV WR SURWHFW 6KRUW 6SULQJV 1DWXUDO $UHD

VKRXOG EH GRFXPHQWHG LQ WKH (,6� >6�@

x 7KH 6XPPDU\ &RPSDULVRQ 7DEOH � RQ SDJH �� VKRXOG DOVR GRFXPHQW D EULHI VXPPDU\ RI

QDWXUDO DQG HQYLURQPHQWDO LPSDFWV VLQFH HQYLURQPHQWDO SHUPLW LVVXHV ZLOO EH D PDMRU

FRQVLGHUDWLRQ LQ EDODQFLQJ EHQHILWV ZLWK LPSDFWV� >$��@

$OWKRXJK LW LV QRW D VSHFLILF SDUW RI WKLV DQDO\VLV� ZH FRPPHQGHG 79$ IRU PHHWLQJ DQRWKHU

VWDWH FULWHULD WR UHVROYH LWV REOLJDWLRQV IRU ZDWHU� 7KH VHWWLQJ DVLGH RI ORFDOO\ GHULYHG WUXVW

IXQGV IRU UHJLRQDO ZDWHU VXSSO\ SURMHFWV UHSUHVHQWV VRXQG MXGJPHQW DQG QHFHVVDU\ IDLUQHVV�

7KHVH IXQGV FDQ SOD\ D VLJQLILFDQW UROH LQ WKH IXQGLQJ RI DQ DOWHUQDWLYH DGGUHVVHG LQ WKH

(,6� >%��@

8OWLPDWHO\� WKH GHFLVLRQ WR PDNH D SURSRVDO WR UHSODFH WKH ZDWHU WKDW ZRXOG KDYH EHHQ

SURYLGHG E\ WKH &ROXPELD GDP DQG WR RIIHU LW IRU IHGHUDO DQG VWDWH SHUPLWV UHVLGHV ZLWK WKH

FRPPXQLW\� 7KH 79$ KDV DFWHG UHVSRQVLEO\ DQG SUXGHQWO\ WR DLG WKH FRPPXQLW\ WR PDNH

WKH QHFHVVDU\ GHFLVLRQV� :H FRPPHQG \RXU OHDGHUVKLS DQG RIIHU RXU DVVLVWDQFH IRU D ILQDO

UHVROXWLRQ� >%�@

6LQFHUHO\�

-XVWLQ 3� :LOVRQ

'HSXW\ WR WKH *RYHUQRU

$WWDFKPHQWV
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&ROXPELD :DWHU 6XSSO\ (,6 /RJ 1XPEHU ��

8� 6� (QYLURQPHQWDO 3URWHFWLRQ $JHQF\

2FWREHU ��� ����

'U� /LQGD 2[HQGLQH

7HQQHVVHH 9DOOH\ $XWKRULW\

��� :HVW 6XPPLW +LOO 'ULYH� :7 �&

.QR[YLOOH� 71 �����

(3$ 1(3$ &RPPHQWV RQ 79$ '(,6 IRU WKH �)XWXUH :DWHU 6XSSO\ 1HHGV LQ WKH 8SSHU
'XFN 5LYHU %DVLQ�� %HGIRUG� 0DUVKDOO� 0DXU\ DQG :LOOLDPVRQ &RXQWLHV�
7HQQHVVHH� &(4 1R� ������

'HDU 'U� 2[HQGLQH�

&RQVLVWHQW ZLWK 6HFWLRQ �������&� RI WKH 1DWLRQDO (QYLURQPHQWDO 3ROLF\ $FW �1(3$�

DQG 6HFWLRQ ����D� RI WKH &OHDQ $LU $FW� WKH 8�6� (QYLURQPHQWDO 3URWHFWLRQ $JHQF\ �(3$�

KDV UHYLHZHG WKF UHIHUHQFHG 7HQQHVVHH 9DOOH\ $XWKRULW\ �79$� 'UDIW (QYLURQPHQWDO ,PSDFW

6WDWHPHQW �'(,6� RQ YDULRXV IXWXUH ZDWHU VXSSO\ DOWHUQDWLYHV IRU WKH DUHD�

7KH SXUSRVH RI WKH '(,6 LV WR� �� GHWHUPLQH WKH QHHG IRU DGGLWLRQDO ZDWHU VXSSO\ LQ

WKH 'XFN 5LYHU ZDWHUVKHG RYHU WKH QH[W �� \HDUV IRU %HGIRUG� 0DUVKDOO� 0DXU\ DQG

VRXWKHUQ :LOOLDPVRQ &RXQW\� �� LGHQWLILFDWLRQ RI ZD\V WR PHHW DQ\ GHWHUPLQHG ZDWHU QHHGV�

DQG �� HQYLURQPHQWDO DQG VRFLHWDO LPSDFWV DVVRFLDWHG ZLWK WKRVH ZD\V RI PHHWLQJ DQ\ ZDWHU

QHHGV�

:H RIIHU WKH IROORZLQJ FRPPHQWV IRU 79$
V FRQVLGHUDWLRQ LQ WKH GHYHORSPHQW RI WKH

)LQDO (O6 �)(,6��

1(3$ 3URFHVV � $V VXJJHVWHG RQ SDJH �� WKH (,6 LV ZULWWHQ PXFK OLNH D SURJUDPPDWLF

(,6 VLQFH LW JHQHULFDOO\ H[SORUHV D QHHG IRU DGGLWLRQDO ZDWHU VXSSOLHV DQG OHDYHV VLWH�VSHFLILF

SODQV IRU WKH IXWXUH� )RU H[DPSOH� WKH UHVHUYRLU PDQDJHPHQW SODQ IRU WKH )RXQWDLQ &UHHN

5HVHUYRLU DOWHUQDWLYH �%� ZDV QRW GHYHORSHG� WKH HQYLURQPHQWDO LPSDFWV RI WKH QHZ ZDWHU

WUHDWPHQW SODQW IRU WKH GRZQVWUHDP LQWDNH DOWHUQDWLYH �&� ZHUH QRW LQFOXGHG LQ WKH LPSDFW

DQDO\VLV� DQG WKH SLSHOLQH LPSDFWV IRU $OWHUQDWLYHV &� ( DQG % ZHUH DOVR QRW GLVFORVHG� 3DJH

�� DOVR VWDWHV WKDW �79$ LV QRW SURSRVLQJ WR GHVLJQ RU FRQVWUXFW DQ\ RI WKHVH IDFLOLWLHV� DQG

�>L@Q WKLV (,6� WKHVH DFWLRQ DOWHUQDWLYHV KDYH EHHQ JHQHUDOO\ GHVFULEHG LQ OLJKW RI WKHLU

FRQFHSWXDO QDWXUH DW WKLV HDUO\ VWDJH�� 3DJH � IXUWKHU VWDWHV WKDW ���� VHYHUDO RI WKH

DOWHUQDWLYHV ZRXOG QRW KDYH WR EH EXLOW IRU D QXPEHU RI \HDUV�� :KLOH (3$ DJUHHV ZLWK WKH

FRQFHSW DQG QHHG IRU SURJUDPPDWLF (,6V WKDW DUH IROORZHG E\ VLWH�VSHFLILF 1(3$ GRFXPHQWV�

RXU FRQFHUQ LV WKDW WKLV (,6 ZDV QRW WLWOHG DV D SURJUDPPDWLF (,6� 7KLV VKRXOG EH

GLVFXVVHG� >$��@

,W VKRXOG DOVR EH QRWHG WKDW LI WKH SUHVHQW (,6 LV QRW D SURJUDPPDWLF (,6 EXW UDWKHU LV DQ

DFWLRQ (,6� FRQVWUXFWLRQ RI WKH SUHIHUUHG DOWHUQDWLYH ZRXOG QHHG WR EH LQLWLDWHG ZLWKLQ ILYH

\HDUV RU D UH�HYDOXDWLRQ RI LPSDFWV ZRXOG EH QHHGHG� ,I LPSDFWV ZHUH GHWHUPLQHG DW WKDW

WLPH WR EH VLJQLILFDQWO\ GLIIHUHQW� D VXSSOHPHQWDO (,6 ZRXOG EH QHHGHG LI WKH SURMHFW ZDV

SXUVXHG� >$��@

&RQVLVWHQW ZLWK WKH )HGHUDO 5HJLVWHU� SXEOLF FRPPHQWV DUH GXH WR 79$ E\ �������� DV

RSSRVHG WR WKH �������� GDWH VWDWHG RQ WKH '(,6 FRYHU SDJH� $FFRUGLQJO\� ZH UHFRPPHQG

WKDW 79$ UHFHLYH FRPPHQWV SRVWPDUNHG E\ WKH �������� GDWH� >$��@
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3XUSRVH 	 1HHG � $OWKRXJK WKHUH VHHPV WR EH D SHUFHLYHG QHHG E\ VRPH RI WKH ORFDOV �SJ� ���

IRU DGGLWLRQDO ZDWHU VXSSOLHV LQ WKH ZDWHUVKHG� WKH DFWXDO QHHG VHHPV XQMXVWLILHG DW WKLV

WLPH IRU WKH %HGIRUG DQG 0DUVKDOO &RXQW\ VHUYLFH DUHD WKURXJK ����� EDVHG RQ WKH QHHGV

DQDO\VLV LQ WKH '(,6� +RZHYHU� IRU WKH 0DXU\ DQG VRXWKHUQ :LOOLDPVRQ &RXQW\ VHUYLFH

DUHD� ZDWHU VXSSO\ LV H[SHFWHG WR EHFRPH D JURZLQJ LVVXH DIWHU ����� 7KH '(,6 LQGLFDWHV

�SJ� ��� WKDW E\ ���� WKH XQPHW QHHG ZRXOG EH � FIV �� PJG�� E\ ���� LW ZRXOG EH �� FIV ��

PJG�� DQG E\ ���� LW ZRXOG EH �� FIV ��� PJG� EH\RQG WKH �� FIV DYDLODEOH IURP WKH

1RUPDQG\ 5HVHUYRLU� +RZHYHU� SDJH �� QRWHV WKDW �>W@KHVH DPRXQWV RI ZDWHU ZRXOG EH

QHHGHG RQO\ GXULQJ H[WHQGHG GURXJKW FRQGLWLRQV� ZKHQ GHPDQG ZDV DW LWV PD[LPXP DQG

QHDUO\ DOO RI WKH IORZ LQ WKH ULYHU ZDV VXSSOLHG E\ WKH PLQLPXP GLVFKDUJH IURP 1RUPDQG\

'DP�� >&�@

7KH '(,6 DQDO\VHV DVVXPH WKDW QR QHZ ZDWHU�FRQVXPLQJ LQGXVWULHV ZHUH WR VLWH LQ WKH

ZDWHUVKHG DQG LQFUHDVH WKH ZDWHU GHPDQGV� ,Q DGGLWLRQ� LW LV VRPHZKDW XQFOHDU LI

DJULFXOWXUDO QHHGV ZHUH DGHTXDWHO\ LQFOXGHG� 3DJH �� RI WKH '(,6 VWDWHV WKDW �>W@KH DPRXQW

RI ZDWHU ZLWKGUDZQ IRU DJULFXOWXUDO LUULJDWLRQ LV QRW NQRZQ� EXW JLYHQ WKH LQWHQVLYH

DJULFXOWXUDO ODQG XVH LQ WKH WKUHH FRXQW\ DUHD� VLJQLILFDQW DPRXQWV FRXOG EH GUDZQ GXULQJ

DQ H[WHQGHG GURXJKW�� 6LPLODUO\� SDJH �� VWDWHV WKDW WKH 86*6� LQ WKHLU ���� QHHGV

HYDOXDWLRQ HVWLPDWHV� ����GLG QRW LQFOXGH DQ\ ZDWHU IRU QHZ� VHOI�VXSSOLHG LQGXVWULHV RU PDMRU

H[SDQVLRQV RI DJULFXOWXUDO ZDWHU XVH LQ DQ\ RI WKH WKUHH ZDWHU VHUYLFH DUHDV�� 7KH )(,6

VKRXOG IXUWKHU GLVFXVV DJULFXOWXUDO QHHGV DQG WKH SRWHQWLDO IRU DJULFXOWXUDO H[SDQVLRQ DQG

DGGLWLRQDO ZDWHU�FRQVXPLQJ LQGXVWULHV VLWLQJ LQ WKH DUHD� >9�@

*LYHQ WKH DSSDUHQW PLQLPDO LPPHGLDWH QHHG IRU DGGLWLRQDO VRXUFH ZDWHU� WKH LQWHQGHG

SXUSRVH RI WKH UHVHUYRLU PD\ EH PRUH WR HQKDQFH UHDO HVWDWH DQG UHFUHDWLRQDO YDOXH LQ WKH

DUHD PRUH VR �RU UDWKHU WKDQ� FUHDWLRQ RI DGGLWLRQDO VRXUFH ZDWHU� ,I VR� WKH IRFXV RI WKH (,6

VKRXOG EH HQYLURQPHQWDO LPSDFWV RQ DFWLRQV DVVRFLDWHG ZLWK LQFUHDVHG XUEDQL]DWLRQ DQG

UHVLGHQWLDO VSUDZO LQWR UXUDO DUHDV� >$��@

Ã $OWHUQDWLYHV � ,Q DGGLWLRQ WR WKH 1R �IHGHUDO� $FWLRQ $OWHUQDWLYH �$�� IRXU DFWLRQ DOWHUQDWLYHV

ZHUH FRQVLGHUHG� )RXQWDLQ &UHHN 5HVHUYRLU �%�� 'RZQVWUHDP :DWHU ,QWDNH �&�� 5DLVH

1RUPDQG\ 5HVHUYRLU 3RRO �'�� DQG WKH 7LPV )RUG 5HVHUYRLU 3LSHOLQH �(�� $OWHUQDWLYH $ ZRXOG

LQYROYH QR QHZ ZDWHU VXSSO\ DOWKRXJK LPSURYHPHQWV RI H[LVWLQJ V\VWHPV ZRXOG SURFHHG�

$OWHUQDWLYH % ZRXOG LQYROYH FRQVWUXFWLRQ RI D QHZ PXOWLSXUSRVH UHVHUYRLU RQ )RXQWDLQ

&UHHN QHDU WKH FRQIOXHQFH ZLWK 'XFN 5LYHU� $OWHUQDWLYH & ZRXOG LQYROYH FRQVWUXFWLRQ RI D

QHZ ZDWHU LQWDNH RQ WKH 'XFN 5LYHU GRZQVWUHDP RI WKH FRQIOXHQFH ZLWK &DWKH\V &UHHN DQG

LQFOXGH DQ DVVRFLDWHG ���PLOH ORQJ SLSHOLQH �ZLWK D ERRVWHU VWDWLRQ� WR D QHZ ZDWHU

WUHDWPHQW SODQW� $OWHUQDWLYH ' ZRXOG UDLVH WKH SRRO RI WKH H[LVWLQJ 1RUPDQG\ 5HVHUYRLU WR

DXJPHQW IORZV LQ 'XFN 5LYHU� DQG $OWHUQDWLYH ( ZRXOG LQYROYH FRQVWUXFWLRQ RI D ZDWHU

LQWDNH LQ QHDUE\ 7LPV )RUG 5HVHUYRLU DQG LQFOXGH DQ DVVRFLDWHG ���PLOH ORQJ SLSHOLQH WR WKH

'XFN 5LYHU �ZLWK D ERRVWHU VWDWLRQ� WR DXJPHQW ULYHU IORZV ZKHQ QHHGHG� 2YHUDOO� WKHVH

DOWHUQDWLYHV ZRXOG LQFUHDVH DGGLWLRQDO ZDWHU YROXPHV IURP QRQH �$�� WR �� FIV �'�� WR �� FIV

�(�� WR �� FIV �&�� WR �� FIV �%� DQG ZRXOG PHHW SHUFHLYHG ZDWHU QHHGV XQWLO ���� �$�� ����

�'�� ���� �(�� RU EH\RQG ���� �% DQG &�� 7KH PRVW VLJQLILFDQW ODQG XVH FKDQJHV ZRXOG EH

YLD FRQVWUXFWLRQ RI WKH )RXQWDLQ &UHHN 5HVHUYRLU �%� LQYROYLQJ WKH FOHDUFXWWLQJ RI VRPH ���

DFUHV RI IRUHVWHG ZHWODQGV DQG IORRGLQJ ����� DFUHV RI ODQG DW QRUPDO IXOO SRRO DV ZHOO DV WKH

FRQVWUXFWLRQ RI D VKRUW ��PLOH ORQJ SLSHOLQH� 7KH QH[W PRVW GLVUXSWLYH DOWHUQDWLYH ZRXOG EH

UDLVLQJ WKH SRRO RI 1RUPDQG\ 5HVHUYRLU �'� VRPH ILYH IHHW LQYROYLQJ ORVV RI VKRUHOLQH

YHJHWDWLRQ �LQFOXGLQJ IRUHVWHG ZHWODQGV� DQG H[LVWLQJ VKRUHOLQH UHFUHDWLRQDO DPHQLWLHV�

)LQDOO\� WKH VLJQLILFDQW SLSHOLQH FRQVWUXFWLRQV DVVRFLDWHG ZLWK WKH ZDWHU LQWDNHV IRU

$OWHUQDWLYHV & ����PLOH SLSHOLQH� DQG ( ����PLOH SLSHOLQH� FRXOG EH GLVUXSWLYH LI

HQYLURQPHQWDO IHDWXUHV ZLWKLQ WKH 52: FRUULGRU DUH XQDYRLGDEOH� 7KH 1R $FWLRQ

$OWHUQDWLYH ZRXOG LQYROYH RQO\ PLQRU FRQVWUXFWLRQ XQOHVV WKH H[LVWLQJ ZDWHU WUHDWPHQW SODQW

ZHUH H[SDQGHG WR FDSDFLW\ ����� PJG�� ZKLFK VHHPV OLNHO\� $OO DFWLRQ DOWHUQDWLYHV ZRXOG

LQFUHDVH 'XFN 5LYHU IORZV DW VRPH SRLQW DORQJ WKH ULYHU DQG WKHUHIRUH LQFUHDVH GRZQVWUHDP
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ZHWWHG DUHDV DQG EHQHILW DVVRFLDWHG DTXDWLF VSHFLHV� 7KHVH DOWHUQDWLYHV ZRXOG DOVR DOORZ

PDLQWHQDQFH RI WKH PLQLPXP ��� FIV IORZV �DW 50 ������ UHTXLUHG IRU WKH ULYHU V\VWHP

DFFRUGLQJ WR WKH 7'(&�

)URP D SUDFWLFDO SHUVSHFWLYH� LPSOHPHQWDWLRQ RI WKH )RXQWDLQ &UHHN 5HVHUYRLU ZRXOG XWLOL]H

VRPH ����� DFUHV RI WKH DYDLODEOH &ROXPELD ODQGV SUHYLRXVO\ DFTXLUHG IRU WKH GLVFRQWLQXHG

&ROXPELD 'DP DQG 5HVHUYRLU� 6XFK XVH ZRXOG NHHS WKHVH ODQGV LQ SXEOLF RZQHUVKLS DQG

XQGHU WKH GLUHFW SXUYLHZ RI 79$� +RZHYHU� DQ DGGLWLRQDO ��� DFUHV RI ODQG FXUUHQWO\ QRW LQ

SXEOLF RZQHUVKLS ZRXOG QHHG WR EH DFTXLUHG IRU WKH UHVHUYRLU� >$��@

Ã 3UHIHUUHG $OWHUQDWLYH � 1R SUHIHUUHG DOWHUQDWLYH ZDV VHOHFWHG E\ 79$ LQ WKH '(,6�

DOWKRXJK 79$ KDV LQGLFDWHG D QRQ�SUHIHUHQFH IRU WKH 1R $FWLRQ $OWHUQDWLYH �$�� :KLOH

DFFHSWDEOH IURP D 1(3$ SHUVSHFWLYH DQG XQGHUVWDQGDEOH LQ WKH VHQVH WKDW 79$ DQG LWV

FRRSHUDWRUV PLJKW ZDQW DGGLWLRQDO SXEOLF LQSXW EHIRUH VHOHFWLQJ D SUHIHUUHG DOWHUQDWLYH� ZH

QRWH WKDW GHOD\LQJ WKH LGHQWLILFDWLRQ RI 79$
V VHOHFWLRQ XQWLO WKH )(,6 VWDJH LV ODWH LQ WKH

1(3$ SURFHVV� $W WKDW VWDJH� WKH SXEOLF DQG UHVRXUFH DJHQFLHV ZRXOG QRW EH DEOH WR

FRPPHQW RQ WKH SUHIHUUHG DOWHUQDWLYH XQWLO WKH )(,6 FRPPHQW SHULRG� ZKLFK PD\ RU PD\

QRW WUXO\ LQIOXHQFH DQ\ PRGLILFDWLRQ RI WKH SUHIHUUHG DOWHUQDWLYH DQG ZRXOG UHGXFH WKH

SUREDELOLW\ RI D GLIIHUHQW DOWHUQDWLYH EHLQJ VHOHFWHG LI WKH SXEOLF VR�UHTXHVWHG� >$��@

(3$ LV QRW FRQYLQFHG WKDW D ZDWHU VXSSO\ DOWHUQDWLYH LV QHHGHG DW WKLV WLPH IRU WKH DUHD RI

FRQFHUQ� SDUWLFXODUO\ WKH %HGIRUG DQG 0DUVKDOO &RXQW\ VHUYLFH DUHDV� ,Q UHJDUG WR 0DXU\

DQG VRXWKHUQ :LOOLDPVRQ &RXQW\� ZH EHOLHYH WKH GHWHUPLQHG XQPHW QHHG GXULQJ GURXJKWV

VWDUWLQJ LQ ���� WKURXJK ���� �� PJG RU � FIV� FRXOG DQG VKRXOG EH PHW WKURXJK ZDWHU

FRQVHUYDWLRQ� 7KH ���� XQPHW QHHG �� PJG RU �� FIV� FRXOG DUJXDEO\ DOVR EH PHW WKURXJK

FRQVHUYDWLRQ� 7KH XQUHHO QHHG IRU ���� ��� PJG RU �� FIV�� KRZHYHU� LV DSSUR[LPDWHO\ ���

DERYH WKH �� FVI EDVHOLQH 1RUPDQG\ IORZV� DQG WKHUHIRUH ZRXOG OLNHO\ UHTXLUH DGGLWLRQDO

ZDWHU VXSSO\� +RZHYHU� WKDW QHHG LV PDQ\ \HDUV DZD\ DQG ZRXOG RQO\ DSSO\ GXULQJ

GURXJKW VLWXDWLRQV� $V VXFK� EDVHG RQ WKH '(,6� (3$ EHOLHYHV WKH QHHG IRU DGGLWLRQDO ZDWHU

VXSSO\ LV XQIRXQGHG IRU WKH %HGIRUG DQG 0DUVKDOO &RXQWLHV DQG FDQ EH PHW E\ FRQVHUYDWLRQ

PHWKRGV IRU VRPH WLPH �WKURXJK DSSUR[LPDWHO\ ���� RU ����� IRU WKH 0DXU\ DQG VRXWKHUQ

:LOOLDPVRQ &RXQWLHV GXULQJ GURXJKWV� $W WKLV WLPH� WKHUHIRUH� (3$ IDYRUV WKH 1R $FWLRQ

$OWHUQDWLYH �$� IRU WKH QHDU WHUP� :H UHFRJQL]H� KRZHYHU� WKH YDOXH RI HDUO\ SODQQLQJ IRU

IXWXUH QHHGV LQ RUGHU WR GHWHUPLQH DQ DGHTXDWH DQG HQYLURQPHQWDO DSSURDFK WR DGGLWLRQDO

VRXUFH ZDWHU� >&��@

,I WKLV DSSURDFK LV XQDFFHSWDEOH WR ORFDO ZDWHU DXWKRULWLHV RU LI DGGLWLRQDO DJULFXOWXUDO RU

ZDWHU�FRQVXPLQJ LQWHUHVWV FDQ EH H[SHFWHG WR ZLWKGUDZ VLJQLILFDQW DGGLWLRQDO YROXPHV IURP

WKH 'XFN 5LYHU� (3$ UHFRPPHQGV WKDW WKH PRVW HQYLURQPHQWDO DOWHUQDWLYH EH LPSOHPHQWHG

E\ DSSUR[LPDWHO\ ����� 9ROXQWDU\ FRQVHUYDWLRQ PHWKRGV VKRXOG EH HQFRXUDJHG DQG

HPSOR\HG UHJDUGOHVV RI ZKLFK DOWHUQDWLYH LV VHOHFWHG� ZLWK LQFHQWLYHV DQG GLVLQFHQWLYHV

VKRXOG EH SURYLGHG E\ ORFDO DXWKRULWLHV IRU FRPSO\LQJ FXVWRPHUV� &RQVHUYDWLRQ VKRXOG

WDUJHW WKRVH DFWLYLWLHV WKDW FRQVXPH ZDWHU �H�J�� ODZQ ZDWHULQJ� DV RSSRVHG WR WKRVH WKDW

UHWXUQ D ODUJH SRUWLRQ RI WKH ZDWHU WR LWV VRXUFH �H�J�� ZDVWHZDWHU�� >$��@

2I WKH IRXU SUHVHQWHG DFWLRQ DOWHUQDWLYHV �%�(�� (3$ GRHV QRW HQYLURQPHQWDOO\ IDYRU WKH

FRQVWUXFWLRQ RI )RXQWDLQ &UHHN 5HVHUYRLU� 7KLV LV GXH WR WKH SURMHFWHG VXEVWDQWLDO ORVV RI

IRUHVWHG ZHWODQGV DQG XSODQGV� SRWHQWLDO JURXQG�ZDWHU HIIHFWV GXH WR ORFDO NDUVWLF JHRORJ\�

WKH SRWHQWLDO IRU VKRUHOLQH GHYHORSPHQW DQG LWV DVVRFLDWHG LPSDFWV RQ ZDWHU TXDOLW\� WKH

H[SHFWDWLRQ IRU D VPDOO QXWULHQW�ULFK UHVHUYRLU ZLWK D VORZ IOXVKLQJ UDWH ZKLFK PD\ UHVXOW LQ

QRQFRPSOLDQFH ZLWK ZDWHU TXDOLW\ VWDQGDUGV DVVRFLDWHG ZLWK HXWURSKLFDWLRQ� WKH SRWHQWLDO

IRU DTXDWLF HFRORJ\ HIIHFWV GRZQVWUHDP RI WKH SURSRVHG GDP GXH WR UHGXFHG IORZV� WKH QHHG

WR DFTXLUH DQ DGGLWLRQDO ��� DFUHV RI ODQG� WKH XQFHUWDLQW\ RI WKH XQGRFXPHQWHG LPSDFWV RI

WKH QHZ ZDWHU WUHDWPHQW SODQW DQG DVVRFLDWHG ILYH�PLOH ORQJ SLSHOLQH� DQG WKH H[LVWHQFH RI

WZR QHDUE\ UHVHUYRLUV �1RUPDQG\ DQG 7LPV )RUG� ZKLFK PLJKW EH XWLOL]HG� >(��@
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&RQYHUVHO\� KRZHYHU� ZH UHFRJQL]H WKDW WKH )RXQWDLQ &UHHN 5HVHUYRLU ZRXOG DSSDUHQWO\

EHFRPH SDUW RI WKH 79$ V\VWHP DQG ZRXOG WKHUHIRUH EH PDQDJHG E\ 79$� ZKLFK KDV

GHPRQVWUDWHG VLJQLILFDQW H[SHUWLVH DQG VXFFHVV LQ UHVHUYRLU PDQDJHPHQW� >(��@

7R KHOS IXUWKHU DVVHVV WKH SRWHQWLDO VXFFHVV RU SUREOHPV DVVRFLDWHG ZLWK WKH UHVHUYRLU

DOWHUQDWLYH� ZH VXJJHVW WKDW ZDWHU TXDOLW\ PRQLWRULQJ GDWD IRU WKH QHDUE\ 1RUPDQG\

5HVHUYRLU �ZKLFK E\ QRZ KDV DJHG RU HTXLOLEUDWHG DV D UHVHUYRLU� EH SURYLGHG LQ WKH )(,6 IRU

FRPSDULVRQ� WR WKH H[WHQW WKH WZR UHVHUYRLUV DUH VLPLODU� :H KDYH DOVR HQFORVHG DQ (3$

5HJLRQ � FKHFNOLVW �(3$ 6HFWLRQ ��� 5HVHUYRLU 5HYLHZ� SUHSDUHG E\ RXU ZHWODQGV VHFWLRQ WKDW

VKRXOG SURYLGH DGGLWLRQDO JXLGDQFH LQ DVVHVVLQJ SRWHQWLDO UHVHUYRLU SURMHFWV� >.�@

7KH LPSDFWV RI WKH UHPDLQLQJ DFWLRQ DOWHUQDWLYHV �&� ' 	 (� DUH XQFHUWDLQ VLQFH LPSDFWV RI

SLSHOLQH URXWHV & 	 (� DQG VSHFLILFV RQ WUHDWPHQW SODQWV FRPPRQ WR DOO DFWLRQ DOWHUQDWLYHV

DUH QRW GLVFORVHG� >$��@ $OWHUQDWLYH ( DOVR SURSRVHG LQWHUEDVLQ WUDQVIHU RI ZDWHU IURP 7LPV

)RUG 5HVHUYRLU WR 'XFN &UHHN� ZLWK ZKLFK WKHUH DOVR FRXOG EH VRPH DVVRFLDWHG

HQYLURQPHQWDO LVVXHV� >+��@ :H UHFRPPHQG WKDW D PRGLILFDWLRQ RI $OWHUQDWLYH ( �ZKLFK ZH

QDPH KHUH DV 0RGLILHG (� EH FRQVLGHUHG WR WKH H[WHQW WKDW LW PLJKW EH IHDVLEOH� 0RGLILHG (

UHODWHV WR WKH 7XOODKRPD :DVWHZDWHU 7UHDWPHQW 3ODQW �7XOODKRPD� GLVFXVVHG RQ SDJHV ����

���� 7XOODKRPD SXUFKDVHV ZDWHU IURP WKH 'XFN 5LYHU 8WLOLW\ &RPPLVVLRQ ZKLFK ZLWKGUDZV

IURP WKH 1RUPDQG\ 5HVHUYRLU� 7XOODKRPD WKHQ GLVFKDUJHV LWV WUHDWHG ZDVWHZDWHU LQWR 5RFN

&UHHN ZKLFK LV D WULEXWDU\ RI WKH (ON 5LYHU� ZKLFK LV FRQQHFWHG WR DQG GUDLQV LQWR WKH 7LPV

)RUG 5HVHUYRLU� $V VXFK� ZDWHU LV EHLQJ UHPRYHG IURP WKH 'XFN 5LYHU V\VWHP DQG

GLVFKDUJHG LQWR 7LPV )RUG DQG� ZLWK $OWHUQDWLYH (� 7LPV )RUG ZDWHU LV EHLQJ ZLWKGUDZQ DQG

GLVFKDUJHG LQWR WKH 'XFN 5LYHU� :H VXJJHVW WKDW WKH SRWHQWLDO IRU 7XOODKRPD UHWXUQLQJ LWV

'XFN 5LYHU ZDWHU WR 'XFN 5LYHU DV 0RGLILHG ( EH H[SORUHG� 7KLV ZRXOG DYRLG LQWHUEDVLQ

WUDQVIHU DQG WKH 7LPV )RUG ���PLOH SLSHOLQH �DOEHLW� WKH ORJLVWLFV DQG YROXPHV RI 0RGLILHG (

DUH XQFOHDU DQG WKH QHHG IRU D SLSHOLQH RI XQFHUWDLQ OHQJWK IURP 7XOODKRPD WR WKH 'XFN

5LYHU H[LVWV�� >.��@ *LYHQ WKHVH FRQVLGHUDWLRQV� RXU DOWHUQDWLYHV �SUHIHUHQFH� IURP PRVW

SUHIHUUHG WR OHDVW LV DV IROORZV� $� 0RGLILHG ( �LI IHDVLEOH�� &� (� ' DQG %� >$��@

Ã :DWHU &RQVHUYDWLRQ � 7KH GRFXPHQW IDLOV WR GLVFXVV ZDWHU FRQVHUYDWLRQ DV DQ DOWHUQDWLYH

RU VXSSOHPHQW WR WKH DFWLRQ RU QR DFWLRQ DOWHUQDWLYHV� (IILFLHQW XVH RI H[LVWLQJ VXSSOLHV FDQ

VDYH PRQH\� REYLDWH WKH QHHG IRU DGGLWLRQDO ZDWHU VWRUDJH FDSDFLW\� DQG SURORQJ WKH XVH RI

H[LVWLQJ VXSSOLHV GXULQJ VKRUWDJHV� 6XFFHVVIXO LPSOHPHQWDWLRQ RI ZDWHU FRQVHUYDWLRQ

PHDVXUHV GHSHQGV RQ UHJXODWRU\ DFWLRQ E\ VWDWH DQG ORFDO JRYHUQPHQWV DQG PDQDJHPHQW

GHFLVLRQV E\ WKH ORFDO XWLOLW\� 7\SLFDO PHDVXUHV DUH FRGHV DQG RUGLQDQFHV WKDW PDQGDWH

ZDWHU FRQVHUYDWLRQ WKURXJK WKH XVH RI SOXPELQJ IL[WXUHV� XVH RI UHFODLPHG ZDWHU�

LQVWDOODWLRQ RI PHWHUV� OHDN GHWHFWLRQ SURJUDPV� UDWH VWUXFWXUH FKDQJHV� DQG SXEOLF

HGXFDWLRQ SURJUDPV� $V SUHYLRXVO\ LQGLFDWHG� YROXQWDU\ FRQVHUYDWLRQ PHWKRGV VKRXOG EH

HQFRXUDJHG DQG HPSOR\HG UHJDUGOHVV RI WKH DOWHUQDWLYH VHOHFWHG� ZLWK LQFHQWLYHV DQG

GLVLQFHQWLYHV SURYLGHG E\ ORFDO DXWKRULWLHV IRU FRPSO\LQJ FXVWRPHUV� &RQVHUYDWLRQ VKRXOG

WDUJHW WKRVH DFWLYLWLHV WKDW FRQVXPH ZDWHU �H�J�� ODZQ ZDWHULQJ� DV RSSRVHG WR WKRVH WKDW

UHWXUQ D ODUJH SRUWLRQ RI WKH ZDWHU WR LWV VRXUFH �H�J�� ZDVWHZDWHU�� >&��@

Ã :DWHU 4XDOLW\

 6XUIDFH :DWHU � 3DJH ��� LQGLFDWHV WKDW WKH )RXQWDLQ &UHHN ZDWHUVKHG WKDW ZRXOG FRQWDLQ

WKH UHVHUYRLU SURSRVHG XQGHU $OWHUQDWLYH % ����FRQWDLQV UHODWLYHO\ KLJK OHYHOV RI QLWURJHQ DQG

SKRVSKRUXV IURP QDWXUDO VRXUFHV DV ZHOO DV QRQ�SRLQW VRXUFHV�� 7KLV SDJH IXUWKHU VWDWHV

WKDW �>W@KHVH OHYHOV RI QXWULHQWV ZRXOG EH TXLWH OLNHO\ WR VXSSRUW H[FHVVLYH DOJDO JURZWK LQ WKH

XSSHU OD\HUV RI WKH UHVHUYRLU�� 3DJH ��� VLPLODUO\ VWDWHV WKDW ����FRQVWUXFWLRQ DQG XVH RI WKH

)RXQWDLQ &UHHN ZDWHU VXSSO\ UHVHUYRLU ZRXOG FUHDWH D UHODWLYHO\ VPDOO� QXWULHQW�ULFK

UHVHUYRLU ZKLFK SUREDEO\ ZRXOG KDYH WR EH FDUHIXOO\ PRQLWRUHG DQG WKH ZDWHUVKHG VWULFWO\

PDQDJHG WR SURWHFW WKH TXDOLW\ RI WKH VRXUFH ZDWHU�� $FFRUGLQJO\� (3$ LV FRQFHUQHG WKDW WKH

)RXQWDLQ &UHHN 5HVHUYRLU SURSRVHG XQGHU % FRXOG EHFRPH HXWURSKLF DQG QRW FRPSO\ ZLWK

WKH &OHDQ :DWHU $FW� >(��@
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$V IXUWKHU GLVFXVVHG EHORZ XQGHU :DWHU 6XSSO\� VHGLPHQWV DQG GLVLQIHFWLRQ�E\�SURGXFWV

�7+0V� KDYH EHHQ D VLJQLILFDQW LVVXH IRU WKH SXEOLF ZDWHU VXSSO\ V\VWHP FXUUHQWO\ XVLQJ WKH

'XFN 5LYHU DV LWV VRXUFH ZDWHU� 7KH VRXUFH� HIIHFWV DQG FRQWURO RI 7+0V VKRXOG EH

GLVFXVVHG LQ WKH )(,6� >.�@

 *URXQG :DWHU � 7KH SURMHFW DUHD LV JHQHUDOO\ NDUVWLF DQG DV VXFK KDV VLQNKROHV DQG RWKHU

QDWXUDO FRQGXLWV WR WKH ZDWHU WDEOH� &RQVWUXFWLRQ RI D UHVHUYRLU LQ WKHVH DUHDV FRXOG

SURPRWH FRQWDPLQDWLRQ RI JURXQG ZDWHU LI WKH UHVHUYRLU ZDWHU TXDOLW\ DQG VHGLPHQW TXDOLW\

EHFRPHV GHJUDGHG DQG PLJUDWH LQWR WKH ZDWHU WDEOH� 7KH '(,6 PHQWLRQV �SJ� ���� WKH

SRWHQWLDO IRU JURXWLQJ WKH ERWWRP RI WKH UHVHUYRLU DUHD GXULQJ FRQVWUXFWLRQ WR SUHYHQW VXFK

LQWHUFRQQHFWLRQ� 6SHFLDO HQJLQHHULQJ PHWKRGV ZRXOG EH QHHGHG LQ WKHVH NDUVWLF DUHDV�

SDUWLFXODUO\ WKRVH LQYROYLQJ H[FDYDWLRQ� ORZ HOHYDWLRQV� FDYHV� DQG VLPLODU JHRORJLF IHDWXUHV�

7KH JUHDWHVW SRWHQWLDO IRU JURXQG ZDWHU LPSDFWV DPRQJ WKH DOWHUQDWLYHV DSSHDUV WR EH WKH

FRQVWUXFWLRQ RI WKH UHVHUYRLU� >-�@

Ã :HWODQGV � 7KH JUHDWHVW ZHWODQG ORVVHV DUH DVVRFLDWHG ZLWK % �UHVHUYRLU� DQG ' �UDLVLQJ

1RUPDQG\ SRRO�� $V SUHYLRXVO\ LQGLFDWHG� % ZRXOG UHVXOW LQ WKH ORVV RI VRPH ��� DFUHV RI

IRUHVWHG ZHWODQGV DV ZHOO DV WKH ORVV RI WKH UHDFK RI )RXQWDLQ &UHHN WKDW ZRXOG EH

LQXQGDWHG� ,W LV XQFOHDU LI SHUKDSV RWKHU QRQ�IRUHVWHG ZHWODQGV PD\ DOVR EH ORVW ZLWKLQ WKH

����� DFUHV WR EH LQXQGDWHG IRU WKH UHVHUYRLU �WKH )(,6 VKRXOG WKHUHIRUH WRWDO DOO WKH

HVWLPDWHG MXULVGLFWLRQDO ZHWODQGV WKDW ZRXOG EH LQXQGDWHG E\ WKH UHVHUYRLU�� ,W VKRXOG EH

QRWHG WKDW (3$ FRQVLGHUV ERWK YHJHWDWHG ZHWODQGV DQG FUHHN ZDWHU DV ZHWODQGV� DQG ZDWHU

LQXQGDWLRQ RI WKH UHVHUYRLU ZHWODQGV DQG FUHHN ZDWHU LV FRQVLGHUHG WKH VDPH DV ILOOLQJ

ZHWODQGV ZLWK VRLO� >0�@

7KH ��� DFUHV RI ZHWODQGV ZHUH QRW SUHFLVHO\ GHWHUPLQHG LQ WKH ILHOG EXW ZHUH HVWLPDWHG E\

DHULDO IDOVH�FRORU LQIUD�UHG SKRWRJUDSK\� $ MXULVGLFWLRQDO GHWHUPLQDWLRQ RI WKHVH ZHWODQG

KDELWDWV QHHGV WR EH PDGH SXUVXDQW WR 6HFWLRQ ����8�6� $UP\ &RUSV RI (QJLQHHU

UHJXODWLRQV� )ROORZLQJ WKLV GHWHUPLQDWLRQ� DQ DYRLGDQFH RU PLWLJDWLRQ VWUDWHJ\ VKRXOG EH

SURYLGHG� 7KH PLWLJDWLRQ VWUDWHJLHV �SJ� ���� LQGLFDWHG LQ WKH '(,6 ZHUH JHQHUDO LQ QDWXUH

DQG VKRXOG EH UHILQHG WR LQGLFDWH D PRUH VSHFLILF PLWLJDWLRQ SODQ� $OWKRXJK QRW UHTXLUHG� D

GUDIW PLWLJDWLRQ SODQ VKRXOG EH LQFOXGHG LQ WKH )(,6 DV ZHOO DV D FRPPLWPHQW WR SURYLGH

ZHWODQG FRPSHQVDWLRQ WR WKH VDWLVIDFWLRQ RI WKH UHVRXUFH DJHQFLHV� >0�@

,PSOHPHQWDWLRQ RI $OWHUQDWLYH '� ZKLFK ZRXOG UDLVH WKH HOHYDWLRQ RI 1RUPDQG\ 5HVHUYRLU E\

ILYH IHHW� ZRXOG UHVXOW LQ WKH LQXQGDWLRQ RI ULSDULDQ YHJHWDWLRQ LQFOXGLQJ ����VHYHUDO IRUHVWHG

ZHWODQGV WKDW QRZ RFFXU DW WKH XSVWUHDP HQGV RI VRPH UHVHUYRLU HPED\PHQWV� �SJ� ���� DV

ZHOO DV KHUEDFHRXV IULQJH ZHWODQGV DORQJ WKH FXUUHQW 1RUPDQG\ VKRUHOLQH� ,W LV XQFOHDU

ZKDW ZHWODQG ORVVHV RU FRQYHUVLRQV PD\ EH DVVRFLDWHG ZLWK WKH SLSHOLQH DOWHUQDWLYHV & DQG

(�� 7KH )(,6 VKRXOG EH PRUH VSHFLILF DV WR WKH NLQG� TXDOLW\ DQG IXQFWLRQ RI WKH ZHWODQGV

WKDW ZRXOG EH ORVW IRU HDFK DOWHUQDWLYH� >0�@

&RQVLVWHQW ZLWK ��� �E��O� JXLGHOLQHV� WKH ORVV RI ZHWODQGV DVVRFLDWHG ZLWK % DQG ' ZRXOG

QHHG WR EH FRQVLGHUHG LQ WKH DOWHUQDWLYHV DQDO\VLV� HVSHFLDOO\ VLQFH RWKHU SUDFWLFDEOH

DOWHUQDWLYHV ZLWK OHVV ZHWODQG LPSDFWV H[LVW� >0�@

Ã *HRWHFKQLFDO DQG 6RLOV � (3$ LV FRQFHUQHG RYHU WKH DSSDUHQW ODFN RI JHRWHFKQLFDO VWXGLHV

LQ WKH GRFXPHQW WR GHWHUPLQH WKH VXLWDELOLW\ RI WKH VLWH VRLOV WR KROG ZDWHU UHODWLYH WR WKH

UHVHUYRLU DOWHUQDWLYH �%�� /RFDO VRLOV VKRXOG LGHDOO\ EH UHODWLYHO\ LPSHUPHDEOH LQ RUGHU WR

UHWDLQ GHVLUHG ZDWHU OHYHOV ZLWKRXW FUHDWLQJ ]RQHV RI VDWXUDWHG VRLOV DGMDFHQW WR WKH SURMHFW�

/HDNDJH DQG HURVLRQ RI WKH SURSRVHG HDUWKHQ GDP DUH DOVR D FRQFHUQ� 7KH )(,6 VKRXOG

FRQWDLQ HVWLPDWHV RI LPSDFWV RI ZDWHU ORVV WKURXJK WKH SHUPHDEOH SDUHQW VRLO PDWHULDOV WKDW

ZLOO PDNH XS WKH EDVLQ RI WKH SURSRVHG UHVHUYRLU� >,�@

Ã :DWHU 6XSSO\ � :H RIIHU WKH IROORZLQJ FRPPHQWV DQG JHQHUDO TXHVWLRQV UHJDUGLQJ ZDWHU

VXSSO\�
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 &ODVVLILHG 8VHV� :H QRWH IURP SDJH �� WKDW� �7KH GRPHVWLF ZDWHU VXSSO\ XVH FODVVLILFDWLRQ

LV H[FOXGHG LQ WKHVH DUHDV EHFDXVH WKH 6WDWH RI 7HQQHVVHH �7'(&� FRQVLGHUV VWUHDP UHDFKHV

LPPHGLDWHO\ GRZQVWUHDP IURP PXQLFLSDO ZDVWHZDWHU GLVFKDUJHV WR EH XQVXLWDEOH IRU

GRPHVWLF ZDWHU VXSSO\ ZLWKGUDZDO�� 7KH VWDWH
V FULWHULD DQG VFLHQWLILF EDVLV IRU WKLV GHFLVLRQ

LV XQFOHDU� +RZ GRHV 7'(& GHWHUPLQH ZKHUH VXFK DQ H[FOXVLRQ ]RQH VKRXOG QR ORQJHU

H[LVW" $OWKRXJK QRW D 79$ GHFLVLRQ� ZH ZRXOG DSSUHFLDWH VRPH GLVFXVVLRQ RQ WKLV PDWWHU LQ

WKH )(,6� >.�@

 :DWHU 6XSSO\ 'HVLJQDWHG 8VH � 6LPLODUO\� LW LV DOVR XQFOHDU ZKDW FULWHULD 7'(& XVHV WR

GHWHUPLQH WKDW RQH VWUHDP VHJPHQW LV VXLWDEOH IRU DQ LQGXVWULDO ZDWHU VXSSO\ GHVLJQDWHG

XVH� DQG QRW IRU D PXQLFLSDO ZDWHU VXSSO\ GHVLJQDWHG XVH� >.�@

 6RXUFH :DWHU 3URWHFWLRQ � $V VXJJHVWHG DERYH� VHGLPHQWV DQG GLVLQIHFWLRQ�E\�SURGXFWV

�7+0V� KDYH EHHQ D VLJQLILFDQW LVVXH IRU WKH SXEOLF ZDWHU VXSSO\ V\VWHP FXUUHQWO\ XVLQJ WKH

'XFN 5LYHU DV LWV VRXUFH ZDWHU� 7+0 SUHFXUVRUV LQFOXGH DOJDH DQG KLJK 7RWDO 2UJDQLF

&DUERQ �72&� OHYHOV� ZKLFK DUH LQ WXUQ UHODWHG WR HOHYDWHG QXWULHQWV� :H VWURQJO\

UHFRPPHQG D 79$ FRPPLWPHQW IRU VRXUFH ZDWHU SURWHFWLRQ DV SDUW RI WKH SUHIHUUHG

DOWHUQDWLYH LQ WKH )(,6� :H EHOLHYH VXFK SURWHFWLRQ VKRXOG EH SDUW DQG SDUFHO RI DQ\

SRWHQWLDO DSSURYDO RI D ZDWHU VXSSO\ SURMHFW >.�@ �DOVR VHH EHORZ GLVFXVVLRQ XQGHU %DVLQ

0DQDJHPHQW 3ODQ ZKLFK LQFOXGHV WKH UHIHUHQFHG 5DQGOHPDQ :DWHUVKHG 0DQDJHPHQW 5XOHV�

DV ZHOO DV LWHP ���N� XQGHU WKH HQFORVHG (3$ 6HFWLRQ ��� 5HVHUYRLU 5HYLHZ��

 0LQLPXP )ORZV � $OO PLQLPXP IORZV GRZQVWUHDP RI WKH SURSRVHG GDP IRU $OWHUQDWLYH %

VKRXOG EH FRQVLVWHQW ZLWK WKH 8�6� )LVK DQG :LOGOLIH �):6� DQG (3$ JXLGHOLQHV WKDW LQFOXGH

PLQLPXP IORZ UDWHV DQG YDULDEOH IORZV FRQVLVWHQW ZLWK VXVWDLQDELOLW\ UHTXLUHPHQWV IRU ILVK

DQG RWKHU DTXDWLF LQKDELWDQWV� >/�@

Ã %DVLQ 0DQDJHPHQW �7KH GLVSRVLWLRQ� RZQHUVKLS� DQG PDQDJHPHQW RI WKH HQYLURQV

VXUURXQGLQJ WKH UHVHUYRLU SURSRVDO �%� DUH D PDMRU VKRUWFRPLQJ RI WKH '(,6� $V RWKHU

UHVHUYRLU SURMHFWV LQ WKH QDWLRQ KDYH H[SHULHQFHG� FRQWURO RI QXWULHQWV LQ WKH UHVHUYRLUV DQG

ODNHV LQ WKH VRXWKHUQ 8�6� DUH D FRQWLQXLQJ FKDOOHQJH� 6KDOORZ� ZDUP ZDWHU ERGLHV

HQULFKHG ZLWK QXWULHQWV IURP IDUPODQG DQG DJULFXOWXUDO UXQRII DQG QDWXUDO VRXUFHV TXLFNO\

EHFRPH FRORQL]HG ZLWK PDWV RI DTXDWLF SODQWV DQG DOJDH� 7R FRQWURO QXWULHQW HQULFKPHQW

DQG (XWURSKLFDWLRQ� WKH GUDLQDJH EDVLQ FRQWDLQLQJ WKH UHVHUYRLU ZLOO OLNHO\ UHTXLUH

PDQDJHPHQW PHDVXUHV DQG ODQG XVH FRQWUROV LQFOXGLQJ EXW QRW OLPLWHG WR� FUHDWLRQ RI

EXIIHU ]RQHV LQ SHUHQQLDO DQG LQWHUPLWWHQW VWUHDPV LQ WKH ZDWHUVKHG� WLPEHU FXWWLQJ DQG

DJULFXOWXUDO XVH UHVWULFWLRQV LQ EXIIHU ]RQHV� ORW VL]H DQG KRXVLQJ GHQVLW\ UHVWULFWLRQV�

SROLFLHV RQ VHSWLF WDQN SODFHPHQW DQG PDLQWHQDQFH� DQG RWKHU VWUDWHJLHV WR SUHYHQW

SROOXWDQWV DQG QXWULHQWV IURP HQWHULQJ WKH SURSRVHG UHVHUYRLU� ,I $OWHUQDWLYH % LV VHOHFWHG

E\ 79$ DV LWV SUHIHUUHG DOWHUQDWLYH� WKH )(,6 VKRXOG SURYLGH DW OHDVW D GUDIW EDVLQ

PDQDJHPHQW SODQ WKDW LQFOXGHV 79$ SROLFLHV DQG SURFHGXUHV RQ VKRUHOLQH PDQDJHPHQW�

ZDWHU TXDOLW\� PRQLWRULQJ� DTXDWLF ZHHG FRQWURO� ILVKHULHV� HWF� DV WKH\ UHODWH WR WKH SURSRVHG

)RXQWDLQ &UHHN 5HVHUYRLU�

$V DQ H[DPSOH RI UHVHUYRLU PDQDJHPHQW WHFKQLTXHV WKDW PD\ EH XVHIXO LQ DGGLWLRQ WR 79$
V

PDQDJHPHQW (,6V VXFK DV WKH UHFHQW 6KRUHOLQH 0DQDJHPHQW (,6� ZH KDYH HQFORVHG WKH

ZDWHUVKHG PDQDJHPHQW UXOHV WKDW WKH 6WDWH RI 1RUWK &DUROLQD UHTXLUHG IRU WKH /DNH

5DQGOHPDQ ZDWHUVKHG �5DQGOHPDQ :DWHUVKHG 0DQDJHPHQW 5XOHV� LQ ����� >5�@

Ã )LVKHULHV � $V LV W\SLFDO IRU D UHVHUYRLU SURMHFW WKDW LPSRXQGV D VWUHDP UHDFK� WKH

ELRGLYHUVLW\ RI WKH LQXQGDWHG VWUHDP ZRXOG GHFUHDVH DV WKH V\VWHP FKDQJHV IURP D ORWLF WR D

OHQWLF V\VWHP� DOWKRXJK WKH QXPEHUV RI WKH UHPDLQLQJ VSHFLHV ZRXOG OLNHO\ LQFUHDVH� )RU

WKH UHVHUYRLU DOWHUQDWLYH �%�� WKH '(,6 �SJ� ���� LQGLFDWHV WKDW WKH���� VSHFLHV LQ &DQH

&UHHN DUH H[SHFWHG WR EH UHGXFHG WR WKH ��� WR ��� VSHFLHV OLYLQJ LQ QHDUE\ 1RUPDQG\

5HVHUYRLU�
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Ã (QGDQJHUHG 6SHFLHV � *LYHQ WKH IDFW WKDW HQGDQJHUHG PXVVHOV FDXVHG WKH &ROXPELD 'DP

WR EH GLVFRQWLQXHG� 79$ VKRXOG HQVXUH WKDW QR VXFK HQGDQJHUHG VSHFLHV RU RWKHU

XQUHVROYDEOH �VKRZ�VWRSSHUV� H[LVW LQ WKH QHDUE\ )RXQWDLQ &UHHN ZDWHUVKHG LI WKH UHVHUYRLU

DOWHUQDWLYH �%� LV SXUVXHG� >4�@

Ã (QYLURQPHQWDO -XVWLFH �( -� � :H QRWH WKDW WKH (- ([HFXWLYH 2UGHU �(2 ������ ZDV QRW

OLVWHG RQ SDJHV ����� XQGHU 2WKHU 5HYLHZ DQG 3HUPLW 3URFHVVHV� 7KH )(,6 VKRXOG OLVW LW

DQG� PRUH LPSRUWDQWO\� FRQVLGHU SRWHQWLDO (- LPSDFWV UHODWLYH WR WKH DOWHUQDWLYHV� >9�@

3DJH ��� GLVFXVVHV GHPRJUDSKLFV RI WKH SURMHFW DUHD� ,W DSSHDUV WKDW PLQRULW\ DQG ORZ�

LQFRPH SHUFHQWDJHV DUH VLPLODU DPRQJ SURMHFW FRXQWLHV DQG ORZHU WKDQ WKH VWDWH DYHUDJH�

2QH H[FHSWLRQ LV WKH %HWKHVGD 'LYLVLRQ RI :LOOLDPVRQ &RXQW\ IRU ORZ�LQFRPH JURXSV� ZKLFK

LV QRWLFHDEOH JUHDWHU ������� WKDQ WKDW RI WKH WRWDO FRXQW\ ������� 7KLV VKRXOG EH

FRQVLGHUHG GXULQJ LQIUDVWUXFWXUH FRQVWUXFWLRQ RI WKH DOWHUQDWLYH� +RZHYHU� VLQFH WKH RYHUDOO

HIIHFW RI WKH SURMHFW ZRXOG EH WR LQFUHDVH ZDWHU VXSSO\ LQ WKHVH FRXQWLHV� WKLV PD\ RU PD\

QRW EH D JUHDW (- FRQFHUQ� >9�@

Ã &XPXODWLYH�6HFRQGDU\ ,PSDFWV �7KH UHORFDWLRQ RI +LJKZD\ ��� DQ\ VHFRQGDU\ URDGV�

SRZHU WUDQVPLVVLRQ OLQHV� ZDWHU WUHDWPHQW SODQWV DQG RWKHU UHODWHG IDFLOLWLHV RI WKH

SUHVHQWHG DOWHUQDWLYHV� DV ZHOO DV RWKHU SUHVHQW� SURSRVHG DQG IRUHVHHDEOH IXWXUH SURMHFWV

RYHU D ��� WR ���\HDU KRUL]RQ LQ WKH UHJLRQ� VKRXOG EH FRQVLGHUHG DQG GLVFXVVHG LQ WKH

)(,6� >$��@

³ 6XPPDU\ � ,Q VXPPDU\� XQWLO D WUXH ZDWHU QHHG FDQ EH GHPRQVWUDWHG EH\RQG ZKDW

H[LVWLQJ VRXUFHV �1RUPDQG\ IORZV DQG ZDVWHZDWHU UHWXUQV� DQG FRQVHUYDWLRQ PHWKRGV FDQ

SURYLGH� (3$ IDYRUV WKH 1R $FWLRQ �$� IRU WKH QHDU IXWXUH� ,I WKLV LV FRQVLGHUHG XQDFFHSWDEOH

WR ORFDO ZDWHU DXWKRULWLHV DQG LPSOHPHQWDWLRQ RI RQH RI WKH UHPDLQLQJ DOWHUQDWLYHV �%�(� LV

SXUVXHG� ZH ZRXOG QRW SUHIHU LPSOHPHQWDWLRQ RI WKH )RXQWDLQ &UHHN 5HVHUYRLU �%� RU UDLVLQJ

WKH SRRO RI WKH 1RUPDQG\ 5HVHUYRLU �'� GXH WR WKHLU LPSDFWV� :H DOVR KDYH HQYLURQPHQWDO

FRQFHUQV DERXW WKH DOWHUQDWLYHV ZLWK ORQJ SLSHOLQHV �& DQG (� ZLWK XQFOHDU URXWHV DQG

XQGLVFORVHG LPSDFWV� ,I WKH SLSHOLQH LPSDFWV FRXOG EH PLQLPL]HG WKURXJK DOLJQPHQW VKLIWV

DQG WKH LPSDFWV RI QHZ ZDWHU WUHDWPHQW SODQWV FRPPRQ WR DOO DFWLRQ DOWHUQDWLYHV FRXOG DOVR

EH PLQLPL]HG� ZH ZRXOG IDYRU & RYHU ( VLQFH LW KDV D VKRUWHU SLSHOLQH WKDQ (� DQG ( DOVR

LQYROYHV LQWHUEDVLQ WUDQVIHU� +RZHYHU� ZH VWURQJO\ VXJJHVW WKDW WKH IHDVLELOLW\ RI D

PRGLILFDWLRQ RI ( �0RGLILHG (� EH FRQVLGHUHG� ZKLFK UHWXUQV DGGLWLRQDO ZDVWHZDWHU WR WKH

'XFN 5LYHU DV RSSRVHG WR WUDQVIHUULQJ LW WR WKH 7LPV )RUG 5HVHUYRLU� >$��@

Ã (3$ '(,6 5DWLQJ � 6LQFH QR SUHIHUUHG DOWHUQDWLYH ZDV VHOHFWHG� (3$ KDV UDWHG DOO

DOWHUQDWLYHV LQGLYLGXDOO\� $V SUHYLRXVO\ LQGLFDWHG� RXU DOWHUQDWLYHV �SUHIHUHQFH� IURP PRVW

SUHIHUUHG WR OHDVW LV DV IROORZV� $� 0RGLILHG ( �LI IHDVLEOH�� &� (� ' DQG %�

:H UDWH $ DV �/2� �/DFN RI 2EMHFWLRQV� GXH WR WKH PLQLPDO HQYLURQPHQWDO GLVUXSWLRQ DQG WKH

DFFHSWDELOLW\ RI WKH ZDWHU VXSSO\ YROXPHV IRU WKH QHDU WHUP� HVSHFLDOO\ LI ZDWHU FRQVHUYDWLRQ

PHWKRGV DUH LPSOHPHQWHG LQ 0DXU\ DQG VRXWKHUQ :LOOLDPVRQ &RXQWLHV GXULQJ GURXJKWV�

:H UDWH 0RGLILHG (� & DQG ( DV �(&��� �(QYLURQPHQWDO &RQFHUQV� ZLWK DGGLWLRQDO LQIRUPDWLRQ

UHTXHVWHG� GXH WR WKH XQFHUWDLQ IHDVLELOLW\ DQG LPSDFWV RI 0RGLILHG (� DQG WKH ORQJ SLSHOLQHV

RI & DQG ( SOXV WKH DGGLWLRQDO LQWHUEDVLQ WUDQVIHU DVSHFW DVVRFLDWHG ZLWK (� :H UDWH ' DQG

% DV �(2��� �(QYLURQPHQWDO 2EMHFWLRQV� ZLWK DGGLWLRQDO LQIRUPDWLRQ UHTXHVWHG� GXH WR ODQG

XVH LPSDFWV VXFK DV ORVV RI IRUHVWHG ZHWODQGV IRU % DQG ORVV RI VKRUHOLQH YHJHWDWLRQ

�LQFOXGLQJ IRUHVWHG ZHWODQGV� DQG VKRUHOLQH DPHQLWLHV IRU '� 2YHUDOO� ZH DOVR UDWH WKH '(,6

DV �(2��� VLQFH WZR RI WKH DOWHUQDWLYHV DUH UDWHG �(2����
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:H ZHUH SOHDVHG WR SURYLGH WKHVH FRPPHQWV� 6KRXOG \RX KDYH TXHVWLRQV� IHHO IUHH WR

FRQWDFW &KULV +REHUJ RI P\ VWDII DW �������������

6LQFHUHO\�

+HLQ] -� 0XHOOHU� &KLHI

2IILFH RI (QYLURQPHQWDO $VVHVVPHQW (QYLURQPHQWDO $FFRXQWDELOLW\ 'LYLVLRQ

(QFORVXUHV
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&ROXPELD :DWHU 6XSSO\ (,6 /RJ 1XPEHU ��

$QGUHZ 1� %DUUDVV� 1DWXUDO +HULWDJH� 7HQQHVVHH 'HSDUWPHQW RI (QYLURQPHQW

DQG &RQVHUYDWLRQ

2FWREHU ��� ����

0V� /LQGD %� 2[HQGLQH

7HQQHVVHH 9DOOH\ $XWKRULW\

��� :HVW 6XPPLW +LOO 'ULYH

:7 �&

.QR[YLOOH 71 �����

6XEMHFW� 3URMHFW UHYLHZ LQIRUPDWLRQ IRU UDUH� WKUHDWHQHG� RU HQGDQJHUHG VSHFLHV DQG
FULWLFDO RU VHQVLWLYH KDELWDW� 'UDIW (QYLURQPHQWDO ,PSDFW 6WDWHPHQW� )XWXUH :DWHU
6XSSO\ 1HHGV 8SSHU 'XFN 5LYHU %DVLQ� 7HQQHVVHH 9DOOH\ $XWKRULW\

'HDU 0V� 2[HQGLQH�

$V D SDUW RI RXU UHYLHZ RI WKH VXEMHFW 'UDIW (QYLURQPHQWDO ,PSDFW 6WDWHPHQW �'UDIW (/6��

SOHDVH EH DGYLVHG WKDW ZH KDYH UHYLHZHG RXU 'HSDUWPHQWDO GDWD EDVHV DQG ILQG UHFRUGHG

6WDWH DQG�RU )HGHUDOO\ OLVWHG VSHFLHV� ZLWKLQ D RQH PLOH UDGLXV RI WKH SURSRVHG 7HQQHVVHH

9DOOH\ $XWKRULW\ �79$� SURMHFW ERXQGDULHV DQG ZLWKLQ D RQH PLOH UDGLXV RI WKH SURSRVHG

PDQDJHG ODQGV �SURMHFW DOWHUQDWLYHV�� 7KHVH VSHFLHV KDYH YHU\ VSHFLILF RU UDUH KDELWDW� 2XU

UHFRUGV DOVR LQGLFDWH DGGLWLRQDO VSHFLHV RFFXUUHQFH UHFRUGV� VHQVLWLYH HFRORJLFDO VLWHV� DQG

PDQDJHPHQW DUHDV� ZLWKLQ DQ DSSUR[LPDWH IRXU PLOH UDGLXV RI WKH SURSRVHG SURMHFW VLWH�V��

<RXU DJHQF\ LV DZDUH RI WKHVH UHFRUGV DQG ZH VXJJHVW WKDW WKHVH UHFRUGV EH IXUWKHU

HYDOXDWHG LQ FRRSHUDWLRQ ZLWK \RXU +HULWDJH 3URJUDP LQ 1RUULV� 71� >4�@

2XU 'LYLVLRQ UHYLHZHG WKH VXEMHFW GRFXPHQW DQG ZH RIIHU WKHVH JHQHUDO FRPPHQWV DV SDUW RI

RXU UHYLHZ�

*HQHUDO FRPPHQWV�

,Q RUGHU WR FRPSO\ ZLWK WKH 1DWLRQDO (QYLURQPHQWDO 3ROLF\ $FW FRQVLGHUDWLRQ VKRXOG EH

JLYHQ WR WKH FRPSUHKHQVLYH DQG FXPXODWLYH LPSDFWV DVVRFLDWHG ZLWK WKH SURMHFW DFWLRQV�

&RQVLGHULQJ WKH LQIRUPDWLRQ SURYLGHG� LW LV SUREDEOH WKDW DQ\ SURSRVHG SLSHOLQH

GHYHORSPHQW ZLOO LQFUHDVH VWUHDP FURVVLQJV� ZLOO DIIHFW LQVWUHDP� DTXDWLF� DQG ULSDULDQ

KDELWDW� DQG WKHUHE\ VLJQLILFDQWO\ GHJUDGLQJ KDELWDW DV SDUW RI SURSRVHG FRQVWUXFWLRQ

LPSOHPHQWDWLRQ� 7KH 79$ KDV QRW LGHQWLILHG UHVWRUDWLRQ QRU UHFODPDWLRQ DFWLRQV WR OHVVHQ

DQ\ FRQVWUXFWLRQ�UHODWHG LPSDFWV� H�J�� EHVW PDQDJHPHQW SUDFWLFHV RU ELRHQJLQHHULQJ

WHFKQLTXHV� >$��@

:H VWURQJO\ VXSSRUW D QR�QHW�ORVV �VLPLODU WR RXU 7HQQHVVHH :HWODQG &RQVHUYDWLRQ 6WUDWHJ\

DQG WKH ZHWODQG SURWHFWLRQ LQLWLDWLYH� DSSURDFK WR WKH PDQDJHPHQW RI SXEOLF ODQGV DQG RXU

6WDWH QDWXUDO UHVRXUFHV� $OWKRXJK 79$ RXWOLQHV VRPH SURWHFWLRQ RI QDWXUDO UHVRXUFHV DV

SDUW RI WKH GHVFULSWLRQ RI WKH SURSRVHG $OWHUQDWLYHV� WKHVH DUH QRW VSHFLILF DQG GR QRW

DGGUHVV ORQJ WHUP SURWHFWLRQ RI QDWXUDO UHVRXUFHV� VSHFLILF VHQVLWLYH KDELWDW DQG VSHFLHV

WKURXJKRXW WKH SODQQLQJ FRUULGRU� >$��@

:H DOVR RIIHU WKHVH VSHFLILF FRPPHQWV UHODWHG WR WKH 'UDIW (O6 GRFXPHQW DQG SURSRVHG

$OWHUQDWLYHV RU PDQDJHPHQW VWUDWHJ\ RI )HGHUDO ODQGV DQG ZDWHU VXSSO\�
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6SHFLILF FRPPHQWV�

$OWHUQDWLYH % SURSRVHV WKH FRQVWUXFWLRQ RI D UHVHUYRLU RQ )RXQWDLQ &UHHN� 7KH )RXQWDLQ

&UHHN UHVHUYRLU GRHV QRW DSSHDU WR EH D YLDEOH DOWHUQDWLYH LQ OLJKW RI WKH HVWLPDWHG FRVW DQG

SRWHQWLDO IRU HXWURSKLFDWLRQ FDXVHG E\ WKH QXWULHQW ULFK )RXQWDLQ &UHHN EDVLQ� %RWK 79$

DQG WKH 7HQQHVVHH 'HSDUWPHQW RI $JULFXOWXUH KDYH LGHQWLILHG PDQ\ QRQSRLQW VRXUFH ZDWHU

SROOXWLRQ LVVXHV WKURXJKRXW WKH ZDWHUVKHG� 7KHVH ZDWHU SROOXWLRQ LVVXHV FRXOG KDYH ORQJ�

WHUP LPSDFWV RQ WKH ELRGLYHUVLW\ RI WKH DUHD� SDUWLFXODUO\ DTXDWLF VSHFLHV� &RUUHFWLRQ RI

WKHVH SUREOHPV LV QRW D GRFXPHQWHG FRVW QRU LQFOXGHG LQ WKH GLVFXVVLRQ RI LPSDFWV RI WKLV

SURSRVHG DOWHUQDWLYH� >.��@

$OWKRXJK QRW GRFXPHQWHG LQ WKH 'UDIW (O6� WKHUH DUH QXPHURXV UDUH� WKUHDWHQHG RU

HQGDQJHUHG DTXDWLF VSHFLHV UHFRUGV DW WKH PRXWK RI )RXQWDLQ &UHHN DQG LPPHGLDWHO\

GRZQVWUHDP LQ WKH 'XFN 5LYHU� $VVXPLQJ VXLWDEOH KDELWDW H[LVWV ZLWKLQ )RXQWDLQ &UHHN�

WKHVH VSHFLHV FRXOG EH SUHVHQW LQ WKH ZDWHUVKHG H�J�� &RSSHUFKHHN 'DUWHU �(WKHRVWRPD

DTXD�� DQG 6ODEVLGH 3HDUO\PXVVHO �/H[LQJWRQLD GRODEHOORLGHV�� >4��@

$OVR� WKLV DOWHUQDWLYH ZRXOG LQXQGDWH NQRZQ SRSXODWLRQV RI D QXPEHU RI UDUH SODQW VSHFLHV

DQG FRXOG LPSDFW VHYHUDO UHJLVWHUHG 6WDWH 1DWXUDO $UHDV� 7KH *ODGH FUHVV �/HDYHQZRUWKLD

H[LJXD YDU� H[LJXD�� 7HQQHVVHH PLON�YHWFK �$VWUDJDOXV WHQQHVVHHQVLV�� DQG /LPHVWRQH IDPH�

IORZHU �7DOLQXP FDOFDULFXP� DUH 7HQQHVVHH VSHFLDO FRQFHUQ SODQWV� ZKLFK RFFXU LQ WKH DUHD RI

SURSRVHG LQXQGDWLRQ E\ D UHVHUYRLU RQ )RXQWDLQ &UHHN� 7KHVH OLPHVWRQH FHGDU JODGH SODQWV�

WKDW DUH JOREDOO\ UDUH DQG WKH SODQW FRPPXQLWLHV �KDELWDW�� ZRXOG EH GHVWUR\HG E\

LQXQGDWLRQ� >4��@

7KH :DWHU VWLWFKZRUW �$UHQDULD IRQWLQDOLV� LV D 7HQQHVVHH WKUHDWHQHG DQG REOLJDWH ZHWODQG

SODQW �2%,��� 7KH :DWHU VWLWFKZRUW RFFXUV LQ VHHSDJHV DQG RWKHU ZHW DUHDV D�RQJ FUHHNV� 7KH

2%/ SODQW ZRXOG QRW VXUYLYH SURORQJHG LQXQGDWLRQ� 7KH 'XFN ULYHU EODGGHUSRG �/HVTXHUHOOD

GHQVLSLOD� LV D 7HQQHVVHH WKUHDWHQHG DQG JOREDOO\ UDUH SODQW� ZKLFK DOVR RFFXUV LQ WKH DUHD

RUD SURSRVHG UHVHUYRLU RQ )RXQWDLQ &UHHN� )LHOG VXUYH\V FRQGXFWHG LQ WKH VSULQJ RI WKLV

\HDU E\ WKH 'LYLVLRQ RI 1DWXUDO +HULWDJH VWDII KDYH GRFXPHQWHG VHULRXV GHFOLQHV LQ

SRSXODWLRQV RI WKLV SODQW LQ WKH PDMRULW\ RI LWV UDQJH� 6HYHUDO ERWWRPODQG DUHDV DGMRLQLQJ

6LOYHU &UHHN FRQWLQXH WR VXSSRUW SRSXODWLRQV RI WKLV SODQW� 7KHVH SRSXODWLRQV ZRXOG EH

LQXQGDWHG XQGHU WKH 'UDIL (O6� $OWHUQDWLYH %� >4�@

,W LV LPSRUWDQW WR QRWH WKDW WKH 'LYLVLRQ RI 1DWXUDO +HULWDJH VWDII GLG QRW VXUYH\ WKH DUHD

VRXWK RI 6WDWH 5RXWH �� RQ )RXQWDLQ &UHHN LQ WKH VSULQJ RI WKLV \HDU IRU WKH 'XFN 5LYHU

EODGGHUSRG� 7KLV DUHD FRXOG DOVR VXSSRUW SRSXODWLRQV RI WKH SURWHFWHG SODQW VSHFLHV

�SRWHQWLDOO\ LQXQGDWHG E\ WKH SURSRVHG )RXQWDLQ &UHHN UHVHUYRLU�� >4�@

$ SRSXODWLRQ RI WKH 7HQQHVVHH DQG )HGHUDOO\ OLVWHG �HQGDQJHUHG� /HDI\ SUDLULH�FORYHU �'DOHD

IROLRVD� RFFXUV EHWZHHQ ��� IHHW DQG ��� IHHW HOHYDWLRQ LQ WKH 0RRUH /DQH *ODGH 5HJLVWHUHG

6WDWH 1DWXUDO $UHD� 7KLV DUHD LV RXWVLGH RI WKH )RXQWDLQ &UHHN ZDWHUVKHG� EXW ZRXOG UHTXLUH

SURWHFWLRQ IURP LQXQGDWLRQ �����IRRW HOHYDWLRQ� E\ WKH WZR SURSRVHG H[WHQVLRQ �VDGGOH� GDP

VWUXFWXUHV ZHVW RI WKH SURSRVHG )RXQWDLQ &UHHN UHVHUYRLU� >4��@

7KH LQIRUPDWLRQ SUHVHQWHG LQGLFDWHV WKDW WKH 0RRUH /DQH *ODGH 5HJLVWHUHG 6WDWH 1DWXUDO

$UHD �ZHVW RI 6WDWH 5RXWH ��� ZLOO EH GLUHFWO\ DIIHFWHG E\ WKH SURSRVHG ORFDWLRQ RI WKH GDP

DQG FRQVWUXFWLRQ DUHD� $ UDLVHG ZDWHU WDEOH UHVXOWLQJ IURP WKH LPSRXQGPHQW FRXOG HIIHFW

VWUHDP IORZ WKURXJKRXW WKH SURSRVHG SURMHFW DUHD� 'XH WR WKH NDUVW IHDWXUHV RI WKH DUHD� D

VPDOO� XQQDPHG WULEXWDU\ WR WKH 'XFN 5LYHU �ZLWKLQ WKH 1DWXUDO $UHD� FRXOG KDYH LQFUHDVHG

IORZ IURP JURXQG ZDWHU LQIORZ� ,W LV QRW FOHDU KRZ WKLV FKDQJH LQ K\GURORJ\ ZRXOG DIIHFW WKH

/HDI\ SUDLULH FORYHU SRSXODWLRQV� ZKLFK RFFXU ZLWKLQ WKH 1DWXUDO $UHD� >4��@
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7KH SURSRVHG $OWHUQDWLYH & ZRXOG FRQVWUXFW D ZDWHU VXSSO\ LQWDNH DW D SRLQW GRZQVWUHDP

IURP &ROXPELD LQ WKH 'XFN 5LYHU DQG GRZQVWUHDP IURP &DWK\
V &UHHN� 7KH 'UDIW (O6

RXWOLQHV VXJJHVWHG VKRUW�WHUP LPSDFWV WR JURXQG ZDWHU� VXUIDFH ZDWHU� DTXDWLF OLIH�

WHUUHVWULDO OLIH� HQGDQJHUHG VSHFLHV� HWF� 7KH GRFXPHQW IDLOV WR LGHQWLI\ WKH SUREDEOH LPSDFWV

RI WKH SURSRVHG FRQVWUXFWLRQ DQG ZDWHU ZLWKGUDZDO� $OWKRXJK WKH GRFXPHQW GLVFXVVHV WKH

ZLWKGUDZDO RI DSSUR[LPDWHO\ D ILIWK RI WKH PD[LPXP IORZ� WKH GRFXPHQW GRHV QRW

DFNQRZOHGJH WKH SRWHQWLDO LPSDFWV WR UHGXFHG IORZ DV VHHQ GXULQJ WKH PRVW UHFHQW GURXJKW

DQG ORZ IORZ FRQGLWLRQV �VXPPHU IORZ JDXJH UHFRUGV IRU ����������� >/�@

8QGHU $OWHUQDWLYH '� WKH VXJJHVWHG PD[LPXP SRRO RI 1RUPDQG\ /DNH ZRXOG EH UDLVHG IURP

��� IHHW WR ��� IHHW� $OWHUQDWLYH ' ZRXOG IORRG SRUWLRQV RI 6KRUW 6SULQJV 'HVLJQDWHG 6WDWH

1DWXUDO $UHD DORQJ %RER &UHHN DW FRQWRXUV EHORZ ��� IHHW GXULQJ WKH QRUPDO PD[LPXP

SRRO HOHYDWLRQ RI WKH UHVHUYRLU� 7KH ERWWRP�ODQG KDELWDW UHFHLYHV VHDVRQDO LQXQGDWLRQ� %\

UDLVLQJ WKH ODNH OHYHO WKHUH ZRXOG EH SURORQJHG SHULRGV RI RFFDVLRQDO LQXQGDWLRQ DV ZHOO DV

ORQJHU SHULRGV RI PRUH SHUPDQHQW IORRGLQJ RI WKH KDELWDW� :H ZRXOG H[SHFW WKLV KDELWDW DQG

DVVRFLDWHG ELRORJLFDO GLYHUVLW\ WR FKDQJH FRPPXQLW\ W\SH DQG IORULVWLF FRPSRVLWLRQ DORQJ

ZLWK WKH DVVRFLDWHG IRUHVW KDELWDW� 7KH IRUHVW W\SH LV D KLJK TXDOLW\ PHVLF DUHD ZLWK ULFK

GLVSOD\V RI VSULQJ ZLOGIORZHUV DORQJ 1RUPDQG\ /DNH EHWZHHQ WKH ��� DQG ����IRRW

FRQWRXUV� 7KHVH DUHDV FRXOG EH LPSDFWHG E\ LQXQGDWLRQ XQGHU $OWHUQDWLYH ' DQG FRXOG

VLJQLILFDQWO\ LPSDFW WKH QDWXUDO DUHD WKURXJK WKH GHVWUXFWLRQ RI WKH IORUD DQG IDXQD

GHSHQGLQJ XSRQ WKH WLPLQJ DQG GXUDWLRQ RI LQXQGDWLRQ� 7KLV LPSDFW LV FLWHG LQ WDEOH � RQ

SDJH ��� KRZHYHU� LW LV QRW PHQWLRQHG LQ WKH LPSDFWV GHVFULEHG XQGHU $OWHUQDWLYH ' SDJHV

�� � ��� 7KH HQYLURQPHQWDO LPSDFW RI IORRGLQJ WKH ERWWRPODQG ULSDULDQ IRUHVW FRXOG EH D

YLRODWLRQ RI 1DWXUDO 5HVRXUFHV $UHDV 5XOHV� ^7&$ 6HFWLRQ� ������������ ,QWUXVLRQV� �������

����� :DWHU /HYHO &RQWURO` DQG PD\ UHTXLUH DGGLWLRQDO 'HSDUWPHQWDO SHUPLWV IRU ZHWODQG

LPSDFWV� >*��@

,Q DGGLWLRQ� WKHUH DUH D QXPEHU RI 7HQQHVVHH HQGDQJHUHG� WKUHDWHQHG DQG VSHFLDO FRQFHUQ

SODQWV ZKLFK RFFXU RQ ODQGV DERYH WKH ��� IRRW FRQWRXU� DURXQG 1RUPDQG\ /DNH DW VLWHV

NQRZQ DV 5XWOHGJH )DOOV� &RSSHUDV %UDQFK� DQG 6KRUW 6SULQJV 'HVLJQDWHG 6WDWH 1DWXUDO

$UHD� 7KH 'LYLVLRQ RI 1DWXUDO +HULWDJH KDV QR UHFRUGV RI 7HQQHVVHH HQGDQJHUHG� WKUHDWHQHG

RU VSHFLDO FRQFHUQ SODQWV EHORZ WKH ����IRRW FRQWRXU RI 1RUPDQG\ /DNH� >4��@

$ FKDQJH LQ ZDWHU IORZ UDWHV �GRZQVWUHDP� RU VLJQLILFDQW ZDWHU ZLWKGUDZDOV IURP WKH

UHVHUYRLU FRXOG DIIHFW WZR UDUH SODQWV WKDW RFFXU LQ WKH 'XFN 5LYHU� 7KHVH DUH :DWHU

VWLWFKZRUW �$UHQDULD IRQWLQDOLV� D 7HQQHVVHH WKUHDWHQHG DQG REOLJDWH ZHWODQG SODQW �2%/��

DQG /LPHVWRQH EOXH VWDU �$PVRQLD WDEHUQDHPRQWDQD YDU� JDWWLQJHUL�� D 7HQQHVVHH VSHFLDO

FRQFHUQ OLVWHG VSHFLHV DQG D IDFXOWDWLYH ZHWODQG SODQW� &RPSDULQJ WKHVH WZR UDUH VSHFLHV�

WKH :DWHU VWLWFKZRUW LV PRUH GHSHQGHQW RQ ZDWHU �DQ REOLJDWH ZHWODQG SODQW� DQG ZRXOG EH

VHQVLWLYH WR FKDQJHV LQ K\GURORJ\ �UHGXFHG VHHSDJH DQG IORZ UDWHV�� 2FFXUUHQFHV RI ERWK

VSHFLHV DUH IRXQG LQ WKH 'XFN 5LYHU ZDWHUVKHG� ERWK DERYH DQG EHORZ WKH FRQIOXHQFH RI

)RXQWDLQ &UHHN� ,W LV XQFOHDU KRZ WKH UDUH SODQW SRSXODWLRQV LQ WKH 'XFN 5LYHU ZRXOG EH

DIIHFWHG XQGHU WKH GLIIHUHQW DOWHUQDWLYHV� KRZHYHU WKH LQFUHDVHG PLQLPXP IORZ XQGHU

$OWHUQDWLYH ' FRXOG EH EHQHILFLDO WR WKHVH UDUH VSHFLHV� >4��@

$Q LQFUHDVH LQ VKRUHOLQH HURVLRQ DVVRFLDWHG ZLWK DGGLWLRQDO DFFHVV WR )HGHUDO ODQGV�

HQFRXUDJHG E\ WKH SURSRVHG UDLVLQJ RI ZDWHU OHYHOV� FRXOG UHVXOW GLUHFWO\ LQ DQ LQFUHDVH LQ

ZDWHU SROOXWLRQ �HVSHFLDOO\ VHGLPHQWDWLRQ�� 7KH 'UDIW (,6 GRHV QRW SURYLGH GRFXPHQWDWLRQ IRU

DGHTXDWH SURWHFWLRQ RI QDWXUDO UHVRXUFHV WKDW FRXOG UHVXOW LQ QHW ORVVHV RI WKH 6WDWH
V

ELRORJLFDO DQG QDWXUDO UHVRXUFHV DV ZHOO DV LQFUHDVHV LQ VKRUHOLQH HURVLRQ� 3HUKDSV 79$

FRXOG VXJJHVW VKRUHOLQH PDQDJHPHQW VWUDWHJLHV WKDW ZRXOG EH LPSOHPHQWHG WR SURWHFW

QDWXUDO UHVRXUFHV DQG ELRGLYHUVLW\ LI WKLV DOWHUQDWLYH ZHUH VHOHFWHG� >*��@

$GGLWLRQDOO\� WKH SURSRVHG $OWHUQDWLYH ' FRXOG LQFUHDVH VKRUHOLQH HURVLRQ� GHFUHDVH ZDWHU

TXDOLW\� UHGXFH DTXDWLF KDELWDW� PDQLSXODWH DQG VLJQLILFDQWO\ UHGXFH IRUHVWHG DQG ULSDULDQ
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KDELWDW� DQG UHGXFH FRQWLJXRXV IRUHVWHG WUDFWV �FRPPXQLWLHV� VLPSO\ DV D UHVXOW RI

SURORQJHG LQXQGDWLRQ E\ VXVWDLQHG KLJKHU ODNH OHYHOV� :H VXJJHVW WKDW 79$ IXOO\ GRFXPHQW

WKHVH ORVVHV DQG FRPSDUH WKHP WR DQWLFLSDWHG KDELWDW LPSURYHPHQWV DVVRFLDWHG ZLWK

LQFUHDVLQJ WKH ODNH VKRUHOLQH DUHD E\ UDLVLQJ WKH ODNH OHYHOV�

0DQDJHG VKRUHOLQHV� ZLWK LQFUHDVHG HIIRUWV WRZDUG UHVWRULQJ KDELWDW �SDUWLFXODUO\ E\ HURVLRQ

FRQWURO WKURXJK ELRHQJLQHHULQJ WHFKQLTXHV�� DUH SDUDPRXQW WR ORQJ WHUP ZDWHU TXDOLW\

LPSURYHPHQWV DQG SURWHFWLRQ RI WKH 6WDWH
V UDUH� WKUHDWHQHG RU HQGDQJHUHG VSHFLHV� %\

XWLOL]LQJ VSHFLILF UHVHUYRLU�ZLGH PDQDJHPHQW VWUDWHJLHV WKURXJKRXW 1RUPDQG\ /DNH 79$

FRXOG GHPRQVWUDWH KDELWDW LPSURYHPHQWV DVVRFLDWHG E\ UDLVLQJ WKH ODNH OHYHOV ZLWK

LQFUHDVLQJ WKH ODNH VKRUHOLQH DUHD� $GGLWLRQDO GRFXPHQWDWLRQ LV QHHGHG WR RXWOLQH VWHSV WKDW

ZLOO EH WDNHQ E\ 79$ WR SURWHFW WKH FXUUHQW UHFUHDWLRQDO XVHV DQG GLYHUVH KDELWDW DORQJ WKH

VKRUHOLQH� >*��@

$OWHUQDWLYH ( SURSRVHV WR WUDQVIHU ZDWHU IURP 7LPV )RUG UHVHUYRLU WR D GRZQVWUHDP VLWH

WKURXJK D ���PLOH SLSHOLQH DQG ERRVWHU SXPSLQJ VWDWLRQ WR WKH ORZHU 'XFN 5LYHU� 7KH

WUDQVIHU RI ODUJH YROXPHV RI ZDWHU EHWZHHQ ZDWHUVKHGV �LQWHU�EDVLQ� FRXOG UHVXOW LQ DUWLILFLDO

UDQJH H[WHQVLRQV IRU DTXDWLF VSHFLHV RU LQFUHDVH WKH OLNHOLKRRG WKDW H[RWLF VSHFLHV FRXOG

LQYDGH WKHVH ZDWHUVKHGV H�J�� ]HEUD PXVVHOV� 7KH 'UDIW (O6 GRHV QRW FRQVLGHU WKHVH

SRWHQWLDO LPSDFWV� 7KH ORQJ�WHUP LPSDFW E\ PLQRU EXW FRQWLQXHG GUDZGRZQV LV QRW IXOO\

DGGUHVVHG FRQVLGHULQJ WKH UHGXFWLRQ RI ZDWHU IURP 7LPV )RUG UHVHUYRLU DV SDUW RI WKLV

SURSRVDO� 7KH 'UDIW (O6 GRHV QRW FRQVLGHU DTXDWLF ELRGLYHUVLW\ LPSDFWV LQ WKH UHVHUYRLU

UHVXOWDQW IURP VXVWDLQHG ZDWHU ZLWKGUDZDOV GXULQJ GURXJKW FRQGLWLRQV� >/�@

2XU 'HSDUWPHQW KDV ZRUNHG ZLWK 79$ VWDII IRU PDQ\ \HDUV WR GHYHORS SROLF\ DQG

SURFHGXUHV LQ RUGHU WR SURWHFW ODUJH XQGHYHORSHG WUDFWV RI )HGHUDO ODQGV� 7KH SXUSRVH RI

WKLV SURWHFWLRQ LV WR SURORQJ VLJQLILFDQW KDELWDW DQG ELRGLYHUVLW\� HVSHFLDOO\ IRU WKRVH VSHFLHV

WKDW XWLOL]H VKRUHOLQHV�

,Q FRQFOXVLRQ� WKH GRFXPHQW FOHDUO\ LOOXVWUDWHV PDQ\ VLJQLILFDQW HQYLURQPHQWDO LPSDFWV

DVVRFLDWHG ZLWK WKH SURSRVHG $OWHUQDWLYH %� $OWHUQDWLYHV WKDW OHVVHQ HQYLURQPHQWDO LPSDFWV

KDYH EHHQ GHILQHG DQG GRFXPHQWHG LQ $OWHUQDWLYHV & DQG (� 7KH 79$ DFNQRZOHGJHV

SRWHQWLDO HQYLURQPHQWDO LPSDFWV VKRXOG $OWHUQDWLYH ' EH LPSOHPHQWHG� LQFOXGLQJ IORRGLQJ

SRUWLRQV RI WKH 6KRUW 6SULQJV 'HVLJQDWHG 6WDWH 1DWXUDO $UHD�

,Q VXPPDU\� FRQVLGHULQJ WKH $OWHUQDWLYHV SUHVHQWHG� ZH ILQG $OWHUQDWLYHV & DQG ( OHDVW

REMHFWLRQDEOH DQG WKHVH DOWHUQDWLYHV FOHDUO\ SUHVHQW PLQLPDO HQYLURQPHQWDO LPSDFWV ZKHQ

FRPSDUHG WR RWKHU DOWHUQDWLYHV SUHVHQWHG� :H KDYH FRQFHUQV DERXW WKH PDQDJHPHQW RI

VKRUHOLQH WUDFWV �$OWHUQDWLYH '� DQG GHFUHDVHG VWUHDP IORZV WKDW FRXOG UHVXOW IURP

$OWHUQDWLYH &� :H VXJJHVW WKDW WKHVH LPSDFWV EH IXUWKHU DGGUHVVHG DQG GRFXPHQWHG LQ WKH

)LQDO (O6 DV ZHOO DV WKH PHWKRGV IRU DYRLGLQJ LPSDFWV DVVRFLDWHG ZLWK LPSOHPHQWLQJ WKHVH

$OWHUQDWLYHV� >$��@

:H DSSUHFLDWH WKH RSSRUWXQLW\ WR DVVLVW \RX ZLWK \RXU SUH�SURMHFW SODQQLQJ� 3OHDVH FRQWDFW

PH LI ZH FDQ EH RI IXUWKHU DVVLVWDQFH ZLWK WKLV SURMHFW RU SURYLGH DGGLWLRQDO LQIRUPDWLRQ�

2XU RIILFH LV LQ 1DVKYLOOH� WHOHSKRQH �������������

5HVSHFWIXOO\

$QGUHZ 1� %DUUDVV� 3K�'�

(QYLURQPHQWDO 5HYLHZ &RRUGLQDWRU�

'LYLVLRQ RI 1DWXUDO +HULWDJH

'HSDUWPHQW RI (QYLURQPHQW DQG &RQVHUYDWLRQ
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&ROXPELD :DWHU 6XSSO\ (,6 /RJ 1XPEHU ��

0DUW\ 0DULQD� 7HQQHVVHH &RQVHUYDWLRQ /HDJXH

0V� /LQGD %� 2[HQGLQH� 3URMHFW 0DQDJHU

'UDIW (,6 � 8SSHU 'XFN 5LYHU %DVLQ

7HQQHVVHH 9DOOH\ $XWKRULW\

��� :HVW 6XPPLW +LOO 'ULYH� :7 �&

.QR[YLOOH� 71 �����

5HIHUHQFH� :DWHU 6XSSO\ 'XFN 5LYHU %DVLQ

'HDU /LQGD�

7KDQN \RX IRU WKH RSSRUWXQLW\ WR FRPPHQW RQ DOWHUQDWLYHV IRU DGGUHVVLQJ IXWXUH ZDWHU

VXSSO\ QHHGV RI WKH 8SSHU 'XFN 5LYHU %DVLQ� 7KH /HDJXH KDV LQYHVWLJDWHG WKH FKRLFHV DQG

EHOLHYHV UDLVLQJ 1RUPDQG\ 'DP WR EH WKH RSWLPDO FKRLFH� >*�� SDUW@ /HW PH H[SODLQ E\ ILUVW

DGGUHVVLQJ RXU JOREDO FRQFHUQV� WKHQ VSHDNLQJ WR HDFK VROXWLRQ�

:H UHFRJQL]H WKDW WKLV (,6 �� OLNH WKH 7(5'$ (,6 �� LV EXUGHQHG ZLWK \HDUV �DQG

JHQHUDWLRQV� RI H[SHFWDWLRQV� GLVDSSRLQWPHQW� DQG IUXVWUDWLRQ� ,Q WKLV FDVH LW ZDV FUHDWHG E\

WKH DQWLFLSDWHG FRPSOHWLRQ RI WKH &ROXPELD 'DP DQG LWV VXEVHTXHQW DEDQGRQPHQW�

)RUWXQDWHO\� WKH ILQDO (,6 FDQ EHQHILW IURP LPSURYHPHQWV LQ FRQVHUYDWLRQ VFLHQFH DQG WKH

VFLHQFH RI ZDWHU �VXSSO\ DQG TXDOLW\� PDQDJHPHQW JDLQHG WKURXJK WKH LQWHUYHQLQJ GHFDGHV�

,W LV LPSHUDWLYH WKDW GHFLVLRQV LQ WKH ILQDO (,6 DOVR DQWLFLSDWH HWKLFDO FRQVLGHUDWLRQV LQ

SUHYHQWLQJ DQG PDQDJLQJ SUHVHQW DQG IXWXUH VRFLDO FRQIOLFWV RYHU QDWXUDO UHVRXUFHV RQ WKH

'XFN� >$��@ )RU LQVWDQFH�

7KH GUDIW (,6 LV JHDUHG WR SURYLGLQJ HQRXJK ZDWHU IRU &ROXPELD WR JURZ DW WKH SUHVHQW UDWH

IRU WKH QH[W �� \HDUV� :H EHOLHYH WKH SUHVHQW UDWH ZDV QRW DQWLFLSDWHG ZKHQ WKH GDP ZDV

RULJLQDOO\ SURMHFWHG DQG FDQQRW EH VXVWDLQHG IRU VR ORQJ D SHULRG� )XUWKHU� SODQQLQJ IRU LW

�RU IDLOLQJ WR UHFRJQL]H WKLV� ZLOO HYHQWXDOO\ QHJDWLYHO\ LPSDFW &RORPELDQV
 TXDOLW\ RI OLIH DQG

WKH HFRQRPLF YLDELOLW\ RI RWKHU FRXQWLHV LQ WKH ZDWHUVKHG� $WODQWD FRXOG VHUYH DV D SRVWHU

FKLOG IRU XQEULGOHG GHYHORSPHQW� >+�@

7KH GUDIW (,6 DGGUHVVHV DQWLFLSDWHG ZDWHU GHPDQG ZLWKRXW FRQVLGHULQJ WKH LPSDFWV RI ORZ

IORZ VFHQDULRV � VLPLODU WR WKRVH SUHVHQWO\ EHLQJ H[SHULHQFHG � RQ PDLQWDLQLQJ ULYHU

IXQFWLRQ� 79$
V H[SHULHQFH WKLV VXPPHU LQ PDQDJLQJ WKH ZDWHU VXSSO\ IRU &KDWWDQRRJD DQG

QRUWKHDVW 7HQQHVVHH VSHDNV WR ZKDW KDSSHQV ZKHQ *RG GRHV QRW SURYLGH HQRXJK UDLQ WR

FUHDWH DGHTXDWH UXQRII� >&��@

7KH GUDIW (,6 GRHV QRW DGGUHVV FXPXODWLYH LPSDFWV RI SURMHFWHG GHYHORSPHQW RQ ZDWHU

TXDOLW\ RU WKH ZDWHU VXSSO\ QHHGHG WR FOHDQ WKH DQWLFLSDWHG 7RWDO 0D[LPXP 'DLO\ /RDG

�70'/� FUHDWHG E\ GHYHORSPHQW� )DLOXUHV WR DGGUHVV WKLV LVVXH FDQ EH IRXQG DPRQJ WKH

PDQ\ VWUHDPV OLVWHG RQ WKH 7HQQHVVHH 'HSDUWPHQW RI (QYLURQPHQW DQG &RQVHUYDWLRQ
V

���' OLVW� >.�@

$� 8VLQJ WKH SUHVHQW UHVRXUFHV LV DQ XQWHQDEOH VROXWLRQ EHFDXVH WKH V\VWHP LV SUHVHQWO\

IXQFWLRQLQJ QHDU LWV OLPLWV� >'�@

%� %XLOGLQJ )RXQWDLQ &UHHN 5HVHUYRLU LV DQ H[SHQVLYH DOWHUQDWLYH� UHPLQLVFHQW RI FKRLFHV

PDGH LQ WKH 
��V DQG 
��V� 79$ DQG LWV VWDNHKROGHUV ZLOO GR ZHOO WR OHDUQ IURP SUHYLRXV

H[SHULHQFH DQG VDYH LWVHOI DQG WKH WD[SD\HU
V GROODUV E\ FKRRVLQJ DQRWKHU VFHQDULR� 7KLV

DUHD RI )RXQWDLQ &UHHN LV QRW VXLWHG WR D UHVHUYRLU EHFDXVH RI WKH VKDOORZ ZDWHU GHSWK�

$V QRWHG LQ WKH GUDIW (,6� WKH )RXQWDLQ &UHHN 5HVHUYRLU ZLOO EH D VKDOORZ� QXWULHQW ULFK

UHVHUYRLU� %\ GHILQLWLRQ� ZH EHOLHYH LW ZLOO SURYLGH D SRRU ZDWHU VXSSO\ DQG SRRU DTXDWLF
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KDELWDW� ,W DOVR KDV D SRWHQWLDO IRU FUHDWLQJ PRUH SXEOLF H[SHFWDWLRQ DQG VXIIHULQJ WKH

VDPH VRFLRORJLFDO FRQIOLFWV RYHU UHVRXUFHV SUHVHQWO\ H[SHULHQFHG RQ 79$
V 1LFNDMDFN�

&KLFNDPDXJD DQG *XQWHUVYLOOH UHVHUYRLUV� 7KHVH ZHUH XQLQWHQGHG FRQVHTXHQFHV LQ

WKRVH DUHDV� 1HLWKHU 79$� WKH VWDWH RU FRXQW\ JRYHUQPHQWV FDQ DIIRUG WKH FRVW RI

PDQDJLQJ WKH QDWXUDO UHVRXUFH FRQIOLFWV DQG LW ZRXOG EH LQH[FXVDEOH WR NQRZLQJO\

FUHDWH WKHP� )XUWKHU� EXLOGLQJ WKH UHVHUYRLU ZLOO FDXVH ELRORJLFDO ORVV DQG PDLQWDLQLQJ

LW XQGHU ORZ GLVVROYHG R[\JHQ DQG ORZ IORZ FLUFXPVWDQFHV ZLOO OLNHO\ WR FRQWLQXH WKLV

WUHQG� >(��@ �6HH 7:5$ DQG 7'(& VWDWHPHQWV��

&� 7DNLQJ ZDWHU IURP GRZQVWUHDP RI WKH &ROXPELD GLVFKDUJH QHHGV PRUH LQIRUPDWLRQ

EHIRUH LW FDQ EH D YLDEOH FKRLFH� 7KLV (,6 GRHV QRW FRQVLGHU FRQVWUXFWLRQ RU ORZ�IORZ

LPSDFWV WR JURXQG ZDWHU� VXUIDFH ZDWHU� DTXDWLF OLIH� WHUUHVWULDO OLIH� RU HQGDQJHUHG

VSHFLHV� )XUWKHU LW GRHV QRW DGGUHVV FRQVHTXHQFHV WR WKH VXSSO\ RU ELRORJLFDO OLIH IURP

FRQWLQXRXVO\ UHF\FOLQJ ZDWHU VR FORVH WR WKH RXWIORZ SLSH� :KDW ZLOO EH WKH DWWHQGDQW

FRVW RI ZDVWHZDWHU DQG IUHVKZDWHU WUHDWPHQW RU ELRORJLFDO ORVV" >)��@

'� 5DLVLQJ WKH 1RUPDQG\ SRRO OHYHO KDV D PRGHUDWH FRVW DQG WKH EHVW FKDQFH RI DQVZHULQJ

VKRUW DQG PLG�WHUP VXSSO\� ZLWK PLQLPDO ELRORJLFDO RU VRFLRORJLFDO LPSDFWV� :KLOH WKHUH

ZLOO EH VRPH VKRUW�WHUP ORVV� WKLV DOWHUQDWLYH VHHPV WR DFFRPPRGDWH PDQDJHPHQW RI WKH

6WDWH 1DWXUDO $UHD IRU LWV LQWHQGHG SXUSRVH DQG RWKHU KDELWDW FRQFHUQV DW WKH UHVHUYRLU�

,W ZLOO DOVR LPSURYH SUHVHQW KDELWDW FRQGLWLRQV RQ WKH 'XFN� >*�@

(� %XLOGLQJ D SLSHOLQH IURP WKH 7LPV )RUG 5HVHUYRLU WR WKH 'XFN 5LYHU ZLOO XQQDWXUDOO\

IDYRU D FRXQW\ RXWVLGH WKH 7LPV )RUG 5HVHUYRLU DQG KDQGLFDS FRXQWLHV ZLWKLQ WKH\

UHVHUYRLU DV WKH\ VWUXJJOH WR PHHW WKHLU H[LVWLQJ DQG FXUUHQW GHPDQGV IRU FOHDQ DQG

SOHQWLIXO ZDWHU� 7KHUH ZLOO DOVR EH QHJDWLYH LPSDFWV WR IORUD DQG IDXQD DV WKH SLSHOLQH LV

FRQVWUXFWHG DQG PDLQWDLQHG RYHU WKH \HDUV� >+��@

$JDLQ� WKDQN \RX IRU VROLFLWLQJ DQG FRQVLGHULQJ WKH /HDJXH
V FRPPHQWV� 3OHDVH NQRZ WKDW

ZH DOVR ZKROHKHDUWHGO\ HQGRUVH FRPPHQWV PDGH E\ 7:5$ DQG 7'(&
V 1DWXUDO +HULWDJH

'LYLVLRQ� $V XVXDO� ZH ORRN IRUZDUG WR VXSSRUWLQJ 79$ LQ FUHDWLQJ D ZHOO�EDODQFHG VROXWLRQ

WR WKLV LVVXH� >*�� SDUW@

6LQFHUHO\�

0DUW\ 0DULQD

([HFXWLYH 'LUHFWRU

7HQQHVVHH &RQVHUYDWLRQ /HDJXH
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:D\QH 5RPHVEHUJ

�IURP 7UDQVFULSW RI 3XEOLF 0HHWLQJ�

)LUVW WKLQJ , ZRXOG OLNH WR VD\ WKLV LV D ORFDO LVVXH DQG LW VKRXOG EH VROYHG E\ WKH

ORFDO SHRSOH� :H GRQ
W QHHG HQYLURQPHQWDO JURXSV IURP &DOLIRUQLD �ZHVWHUQ VWDWHV� DQG ZH

GRQ
W QHHG HQYLURQPHQWDO RUJDQL]DWLRQV LQ WKH VRXWKHDVW WR KHOS VROYH RXU SUREOHPV DQG ZH

GHILQLWHO\ GRQ
W QHHG DQRWKHU DWWRUQH\ IURP 0XUSKUHHVERUR WR WU\ WR VROYH RXU SUREOHP� :H

NQRZ ZKDW KDSSHQHG ODVW WLPH WKHUH EHVLGHV KLP JHWWLQJ ULFK� , WKLQN DQ\RQH KHUH WRQLJKW

QHHGV WR VSHDN� VWDWH ZKR WKH\ DUH� ZKHUH WKH\ OLYH� DQG LI WKH\ UHSUHVHQW DQ\ RUJDQL]DWLRQV�

>%��@ , DP :D\QH 5RPHVEHUJ� , DP ZLWK WKH 0XUUD\ &RXQW\ &RPPLVVLRQ� , DP EDVLFDOO\ D

OLIH�ORQJ UHVLGHQW RI &ROXPELD�

*RLQJ WR WKH DOWHUQDWLYHV� RQ $OWHUQDWLYH $� WKH DOWHUQDWLYH RI GRLQJ QRWKLQJ� WR PH

WKDW LV QRW DQ DQVZHU� VR ZH VKRXOG QRW HYHQ FRQVLGHU WKDW� >'�@ *RLQJ WR $OWHUQDWLYH &�

$OWHUQDWLYH & LV &DWK\
V &UHHN 3XPSLQJ 6WDWLRQ� , GRQ
W EHOLHYH WKLV LV DQ DFFHSWDEOH

DOWHUQDWLYH EHFDXVH , GRQ
W NQRZ DERXW \RX DOO EXW , GRQ
W WKLQN WKH LGHD RI GULQNLQJ P\

RZQ VHZHU ZDWHU LV DFFHSWDEOH DQG , XQGHUVWDQG WKH SHRSOH LQ &DOLIRUQLD KDYH EHHQ GRLQJ

WKDW IRU \HDUV DQG ZH VHH VRPH RI WKH SUREOHPV WKH\ KDYH� >)��@
7KH $OWHUQDWLYH '� UDLVLQJ 1RUPDQG\� WKLV PD\ EH VHPL�DFFHSWDEOH EXW LW LV GHILQLWHO\

EHWWHU IRU WKH XSSHU UHDFKHV RI WKH 'XFN 5LYHU $JHQF\ DQG IRU WKH ORZHU UHJLRQV OLNH

0DUVKDOO� 0XUUD\� +LFNPDQ� +XPSKUH\V� WKDW LQ WKH ORQJ UXQ SUREDEO\ ZLOO QRW KHOS VROYH

XV DV ZHOO DV WKH\ MXVW VDLG� :H VWLOO KDYH WR GR ZDWHU FRQVHUYDWLRQ LQ ���� VR EDVLFDOO\ WKDW

PHDQV RXU FKLOGUHQ ZLOO KDYH WR EH EDFN LQ ���� WR WU\ WR ILQG DQRWKHU DQVZHU WKDW ZH GLGQ
W

VROYH� >&��@
>7@KH SXPSLQJ VWDWLRQ IURP 7LPV )RUG� , GRQ
W EHOLHYH WKDW
V JRRG� , GR QRW OLNH WKH

LGHD RI WDNLQJ ZDWHU IURP RQH ULYHU YDOOH\� SXPSLQJ LW WR DQRWKHU ULYHU YDOOH\� ,W VHWV D

SUHFHGHQW� :KDW FRXOG KDSSHQ LQ WKH IXWXUH WKHUH� LI VRPHRQH ZDQWV WR FRPH LQWR WKH 'XFN

5LYHU YDOOH\� WDNH ZDWHU RXW RI WKH 'XFN 5LYHU YDOOH\� VD\ SXPS LW LQWR WKH +DUSHWK 5LYHU

YDOOH\� RU PD\EH HYHQ JR EDFN WR WKH (ON� 7KDW
V HQWLUHO\ SRVVLEOH� ,I ZH WDNH WKLV DFWLRQ�

WKHQ ZH DUH VHWWLQJ D SUHFHGHQW� , GRQ
W EHOLHYH WKLV LV JRRG� >+��@ ZKLFK OHDYHV RQO\ RQH

DOWHUQDWLYH� ZKLFK LV %�

, ZRXOG OLNH WR VD\ RQH WKLQJ KHUH EHIRUH , JHW WR %� :H GR QHHG WR FRQVLGHU

VRPHWKLQJ IRU WKH ORQJ UDQJH� , GRQ
W ZDQW WR VD\ QRWKLQJ DERXW SHRSOH LQ WKH SDVW� EXW LI LQ

WKH ��
V� LI ZH
G KDG OHDGHUVKLS �DQG , GRQ
W PHDQ ORFDO OHDGHUVKLS�� RXU ORFDO OHDGHUVKLS

ZDQWHG WKH &ROXPELD 'DP� EXW LI ZH KDG OHDGHUVKLS XS KLJKHU� HVSHFLDOO\ LQ :DVKLQJWRQ�

ZKR KDG VRPH EDFNERQH WR VWDQG XS WR VRPH HQYLURQPHQWDOLVWV� ZH ZRXOGQ
W EH KHUH

GLVFXVVLQJ WKLV WRGD\� 7KH RSWLRQ , DP ORRNLQJ IRU LV IRU RXU FKLOGUHQ DQG WKH QH[W

JHQHUDWLRQ QRW WR KDYH WR FRPH EDFN WR WKLV DXGLWRULXP RU RQH VLPLODU WR LW ZKHUH WKH\ DUH

JRLQJ WR KDYH WR GLVFXVV WKLQJ � ZKDW DUH JRLQJ WR KDYH WR GR DERXW ZDWHU� :H KDYH RXU

FKDQFH QRZ WR VROYH WKH ZDWHU IRU D ORQJ UDQJH DQG ZH QHHG WR KDYH WKH EDFNERQH WR GR LW

>$��@
6R WKH VROXWLRQ , VHH LV %� LV )RXQWDLQ &UHHN 'DP� *UDQWHG LW LV PRUH H[SHQVLYH EXW

VRPHWLPHV \RX GR KDYH WR ELWH WKH EXOOHW WR VROYH D SUREOHP DQG WKLV LV WKH EXOOHW� >(��
SDUW@ 6RPH QRWHV , ZDV DOVR WDNLQJ DV ZH ZHUH GLVFXVVLQJ WKHVH� WKH DYHUDJH GHSWK ZRXOG

RQO\ EH �� IHHW� , GRQ
W NQRZ DERXW \RX EXW , VHH D IHZ VSRUWVPHQ RXW KHUH� �� IHHW ZRXOG

EH VRPH SUHWW\ JRRG ILVKLQJ� HVSHFLDOO\ IRU VRPH &UDSSLH DQG %ULP DQG WKDW
V ZKDW , HQMR\

ILVKLQJ IRU� :H GLGQ
W WDON DERXW WKH UHFUHDWLRQDO XVHV� 7KHUH ZLOO EH UHFUHDWLRQDO XVHV IRU

)RXQWDLQ &UHHN� >(��@
$OVR� RQH WKLQJ , QRWLFH WKDW ZDV VDLG� WKH ���0� WKH DSSUR[LPDWH ���0 FRVW� LW ZDV

DOVR SXW LQ WKDW FRXOG EH SOXV RU PLQXV ���� :HOO WKDW PHDQV LI ZH ZDWFK RXU FRQVWUXFWLRQ

FRVW� WKLV GDP FRXOG EH FRPSOHWHG IRU DV OLWWOH DV ���0 LI ZH SLQFK SHQQLHV� ,I ZH GRQ
W

SLQFK SHQQLHV� LW FRXOG ���0� DQG , DOVR QRWLFHG ZKHQ ZH WDONHG DERXW WKH SLSHOLQHV� ZH

QHYHU GLG VD\ LI WKDW ZDV JRLQJ WR EH SOXV RU PLQXV ���� %HLQJ WKDW LW ZDV QRW VDLG� , DP

JRLQJ WR DVVXPH WKDW LW ZDVQ
W VR ZKHQ ZH DUH ORRNLQJ DW SRVVLEO\ D ���0 YHUVXV VRPH RI

WKHVH ���0 DQG ���0 DOWHUQDWLYHV� KH\ ZH DUH LQ WKH QHLJKERUKRRG� >(��@
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2QH WKLQJ , ZRXOG OLNH WR VD\ LV WR ILQLVK XS� DQG 'DQ LW LV QRW \RXU IDXOW� EXW SHRSOH

LQ 0XUUD\ &RXQW\ VWLOO KDYH D VRXU WDVWH DERXW 79$� , NQRZ \RX KDG WKH SURMHFW GXPSHG LQ

\RXU ODS DQG LW
V QRW \RXU IDXOW EXW WKHUH DUH D ORW RI SHRSOH WKDW VWLOO KDYH D VRXU WDVWH

DERXW WKH &ROXPELD 'DP ILDVFR� DQG WKDW
V ZKDW LW ZDV � D ILDVFR� ,W VKRXOG KDYH QHYHU

KDSSHQHG� EXW LW GLG� >%�@
%XW LQ WKH ORQJ KDXO� , GR IHHO OLNH $OWHUQDWLYH %� WKH )RXQWDLQ &UHHN� LV RXU EHVW

DOWHUQDWLYH IRU XV� RXU FKLOGUHQ� DQG JHQHUDWLRQV WR FRPH� >(�� SDUW@ ,I ZH GR GHFLGH WR JR

ZLWK $OWHUQDWLYH %� ZKDW ZH QHHG WR GR LV PDNH D VROLG FRPPLWPHQW EHKLQG LW� QR EDLOLQJ RXW

IURP SUHVVXUHV RI DQ\ JURXS� DQG LI� , GRQ
W NQRZ LI 79$ ZLOO HYHQ KDYH DQ\WKLQJ WR GR ZLWK

LW� EXW LI WKH\ GR , ZRXOG OLNH WR PDNH VXUH WKDW 79$ GRHV ILJKW IRU )RXQWDLQ &UHHN OLNH WKH\

GLG ILJKW IRU 7HOOLFR \HDUV DJR EHFDXVH ZKHQ WKH\ IRXJKW IRU 7HOOLFR� WKH\ ZRQ DOO WKH ZD\ WR

WKH 6XSUHPH &RXUW� >(��@ , ZRXOG OLNH WR WKDQN \RX IRU \RXU WLPH�

:D\QH 5RPHVEHUJ
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$�� >:@H ZDQW WR H[SUHVV DSSUHFLDWLRQ WR 79$ DQG FRRSHUDWLQJ DJHQFLHV IRU WKH

RSSRUWXQLW\ WR SDUWLFLSDWH LQ WKLV UHYLHZ DQG LQSXW SURFHVV� -RKQ 5� &ROOLHU� -U��

&KDLUPDQ� %RDUG RI 3XEOLF 8WLOLWLHV RI &ROXPELD� 7HQQHVVHH� ��F

$�� :H FRQFXU ZLWK WKH 79$
V DVVHVVPHQW DQG IRUZDUG�WKLQNLQJ DSSURDFK WR

WKH ZDWHU VXSSO\ LQ PLGGOH 7HQQHVVHH� )UDQN 0� 7DPEHUULQR� 3UHVLGHQW�

0DXU\ $OOLDQFH� ��E

$�� 7KDQN \RX IRU D JRRG UHSRUW XQDIIHFWHG E\ SROLWLFDO UHVWUDLQWV� :H FRQWLQXH WR

QHHG \RXU DGYLVH DQG H[SHULHQFH DV ZH GR RXU SODQQLQJ� &KDUOHV 6DQGHUV� ��E

$�� , ZRXOG OLNH WR FRPPHQG WKH DXWKRUV RI WKLV GUDIW SURMHFW UHSRUW RQ WKHLU

WKRURXJKQHVV LQ GHYHORSLQJ WKH GDWD WKDW RXWOLQHV WKH SURMHFW RSWLRQV� 5LFKDUG (�

/RFNZRRG� ��D

$�� , KDYH IROORZHG WKLV WKURXJK IURP WKH EHJLQQLQJ VLQFH WKH\ JRW ULG RI WKH

&ROXPELD 'DP LVVXH� , ILUVW ZDQW WR WKDQN 'DQ )HUU\ DQG 79$� 7KH\ KDYH GRQH D

JUHDW MRE� WKH\
YH GRQH WKH EHVW WKH\ FRXOG� , NQRZ WKH\
YH WDNHQ D ORW RI KDUG KLWV EXW ,

DSSUHFLDWH DOO WKH ZRUN WKH\
YH GRQH DQG DOO WKH HIIRUW WKDW
V JRQH LQWR LW� 6KDURQ

9DXJKQ� ��D

$�� :H DSSUHFLDWH \RXU ZLOOLQJQHVV WR DFFHSW FRPPHQWV DQG WR WUDYHO WR

&ROXPELD� 79$ KDV EHHQ D JRRG XWLOLW\ DQG JRRG FRUSRUDWH FLWL]HQ IRU PDQ\

\HDUV� DQG ZH ORRN IRUZDUG WR RXU FRQWLQXHG SDUWQHUVKLS IRU WKH EHWWHUPHQW RI

WKLV FRPPXQLW\� WKH PLGGOH 7HQQHVVHH UHJLRQ DQG WKH 6WDWH RI 7HQQHVVHH�

)UDQN 0� 7DPEHUULQR� 3UHVLGHQW� 0DXU\ $OOLDQFH� ��F

$�� 7KH � � � � 'UDIW (,6 FDSWXUHV WKH ELRORJLFDO GDWD WKDW H[LVWV IRU WKH 'XFN 5LYHU

UHJLRQ� ZKLOH HIIHFWLYHO\ RXWOLQLQJ WKH VFRSH RI WKH SRWHQWLDO LPSDFWV RI HDFK DFWLRQ

DOWHUQDWLYH� 7KH 1DWXUH &RQVHUYDQF\ EHOLHYHV WKLV LV D WKRURXJK SUHOLPLQDU\ UHYLHZ

WKDW FDQ EH XWLOL]HG WR HYDOXDWH WKH LPSRUWDQW HQYLURQPHQWDO DQG VRFLRHFRQRPLF LVVXHV

WKDW PXVW EH DGGUHVVHG� /HVOLH &ROOH\� 7KH 1DWXUH &RQVHUYDQF\ RI 7HQQHVVHH�

��D

5HVSRQVH WR &RPPHQWV $� � $�� &RPPHQWV QRWHG� 79$ DSSUHFLDWHV \RXU

ZLOOLQJQHVV WR SDUWLFLSDWH LQ UHYLHZV VXFK DV WKLV DQG \RXU RSHQQHVV WR QHZ LGHDV�

$�� 2Q EHKDOI RI WKH >7HQQHVVHH 'XFN 5LYHU 'HYHORSPHQW@ $JHQF\� , ZDQW WR H[SUHVV P\

DSSUHFLDWLRQ WR 79$ DQG WKH RWKHU FRRSHUDWLQJ DJHQFLHV IRU WKHLU OHDGHUVKLS DQG

FRQWULEXWLRQV WR WKLV GUDIW RI WKH IXWXUH ZDWHU VXSSO\ QHHGV LQ WKH 8SSHU 'XFN 5LYHU

%DVLQ �RU ZDWHU VXSSO\ (,6� DQG IRU WKH RSSRUWXQLW\ WR SDUWLFLSDWH LQ WKH SURFHVV� 7KLV

GRFXPHQW LV DQ LPSRUWDQW PLOHVWRQH RQ RXU SDWK WRZDUGV GHYHORSLQJ DGGLWLRQDO ZDWHU

VXSSO\ WR PHHW WKH DQWLFLSDWHG QHHGV RI WKH UHJLRQ� 2XU %RDUG EHOLHYHV 79$ KDV

DFFRPSOLVKHG WKH VWDWHG JRDOV RI WKH (,6� ,W KDV HYDOXDWHG WKH QHHG IRU ZDWHU LQ WKH

8SSHU 'XFN 5LYHU ZDWHUVKHG� LGHQWLILHG SRWHQWLDO ZD\V WR PHHW WKH LGHQWLILHG QHHG�

DQG HYDOXDWHG WKH HQYLURQPHQWDO DQG VRFLRHFRQRPLF LPSDFWV RI VHYHUDO SRVVLEOH ZD\V

WR PHHW WKRVH QHHGV� /LQGD 1DQQLH� &KDLUPDQ 'XFN 5LYHU $JHQF\� ��D DQG ��D

$�� 7KH (,6 GRFXPHQW KDV DFFRPSOLVKHG WKH VWDWHG JRDOV� ,W KDV HYDOXDWHG WKH

QHHG IRU ZDWHU LQ WKH 8SSHU 'XFN 5LYHU ZDWHUVKHG� LGHQWLILHG SRWHQWLDO ZD\V WR PHHW
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DQG LGHQWLI\ QHHGV� DQG HYDOXDWHG WKH HQYLURQPHQWDO DQG VRFLRHFRQRPLF LPSDFWV RI

VHYHUDO SRVVLEOH ZD\V WR PHHW WKRVH QHHGV� ,W LWV YHU\ LPSRUWDQW WR XV� DV D ZDWHU

XWLOLW\ VHUYLQJ FXVWRPHUV LQ /HZLVEXUJ DQG 0DUVKDOO &RXQW\� WKDW WKLV GRFXPHQW KDV

HVWDEOLVKHG DQ RXWOLQH RI WKH HQYLURQPHQWDO LVVXHV DQG FRQFHUQV WKDW PXVW EH

DGGUHVVHG LQ WKH GHYHORSPHQW RI WKH DOWHUQDWLYHV DQG WKH XOWLPDWH VHOHFWLRQ DQG

FRPSOHWLRQ RI D SURMHFW VROXWLRQ ZLWKRXW SUHPDWXUHO\ OLPLWLQJ DOWHUQDWLYHV� /DUU\ (�

-RQHV� �D

$��� $V ZH VWDWHG LQ RXU OHWWHU GDWHG 0DUFK �� ���� FRQFHUQLQJ WKH FORVXUH RI WKH &ROXPELD

SURMHFW� �7KH 79$ VKRXOG YHULI\ H[LVWLQJ SXEOLF ZDWHU VXSSO\ VRXUFHV RU ILQDQFH QHZ

VXSSOLHV DW OHYHOV WKDW PHHW ORFDO ORQJ�UDQJH ZDWHU VXSSO\ QHHGV DV GHILQHG E\ WKH

5HJLRQDO :DWHU 6XSSO\ $QDO\VLV IRU 6RXWKHUQ :LOOLDPVRQ� 0DUVKDOO DQG 0DXU\

&RXQWLHV RU E\ WKH 6WDWH�� :H DOVR VWDWHG� �$OWKRXJK ORFDO LQWHUHVWV KDYH VKDUHG

UHVSRQVLELOLW\ WR VXSSRUW ZDWHU VXSSOLHV� WKH ODUJHU EXUGHQ WR YHULI\ RU SURGXFH

GHSHQGDEOH ZDWHU VXSSOLHV LV 79$
V DORQH�� 7KHVH DVVHUWLRQV UHPDLQ WUXH� 79$
V

ZDWHU DQDO\VLV VHULRXVO\ H[DPLQHV UHJLRQDO ZDWHU VXSSO\ QHHGV� ,W LV D UHVSRQVLEOH

HIIRUW WR PHHW \RXU REOLJDWLRQV WR WKH SHRSOH RI WKH 8SSHU 'XFN 5LYHU UHJLRQ� -XVWLQ 3�

:LOVRQ� 'HSXW\ WR WKH *RYHUQRU���E

$��� 7HQQHVVHH &LWL]HQV IRU :LOGHUQHVV 3ODQQLQJ FRPPHQGV 79$ DQG LWV IRXU FRRSHUDWLQJ

DJHQFLHV IRU WKHLU SURIHVVLRQDO DQG WKRURXJK HIIRUW LQ SURGXFLQJ WKH '(,6� 7KH

GRFXPHQW KDV WKUHH UHODWHG SXUSRVHV�

�D� (YDOXDWLRQ RI ZDWHU�VXSSO\ QHHGV WKURXJK WKH \HDU ����� 'HPDQGV DERYH ��

FIV �ZKLFK FDQ EH VXSSOLHG E\ WKH H[LVWLQJ 1RUPDQG\ 5HVHUYRLU SOXV UHWXUQ IORZV IURP

ZDVWHZDWHU SODQWV� DUH LQFUHDVLQJO\ OLNHO\ WR RFFXU DIWHU WKH \HDU ����� 7KH

DOWHUQDWLYHV WKDW KDYH EHHQ GHYHORSHG LQ WKH '(�6 DUH EDVHG RQ VXSSO\LQJ DQ

DGGLWLRQDO �� FIV�

�E� ,GHQWLILFDWLRQ RI SRWHQWLDO ZD\V WR PHHW WKH ZDWHU QHHGV� QR SUHIHUUHG

DOWHUQDWLYH KDV EHHQ VHOHFWHG LQ WKH '(,6�

�F� (YDOXDWLRQ RI WKH HQYLURQPHQWDO DQG VRFLR�HFRQRPLF LPSDFWV RI WKH LGHQWLILHG

DOWHUQDWLYH�

/LDQH %� 5XVVHOO� IRU WKH 7HQQHVVHH &LWL]HQV IRU :LOGHUQHVV 3ODQQLQJ %RDUG RI
'LUHFWRUV� ��D

5HVSRQVH WR &RPPHQWV $� � $��� &RPPHQWV QRWHG� 79$ DSSUHFLDWHV FRPPHQWV

LQGLFDWLQJ WKDW ZH KDYH GHILQHG DQG PHW WKH VSHFLILF SXUSRVHV RI WKLV (,6�

$��� *LYHQ WKH DSSDUHQW PLQLPDO LPPHGLDWH QHHG IRU DGGLWLRQDO VRXUFH ZDWHU� WKH LQWHQGHG

SXUSRVH RI WKH UHVHUYRLU PD\ EH PRUH WR HQKDQFH UHDO HVWDWH DQG UHFUHDWLRQDO YDOXH LQ

WKH DUHD PRUH VR �RU UDWKHU WKDQ� FUHDWLRQ RI DGGLWLRQDO VRXUFH ZDWHU� ,I VR� WKH IRFXV RI

WKH (,6 VKRXOG EH HQYLURQPHQWDO LPSDFWV RQ DFWLRQV DVVRFLDWHG ZLWK LQFUHDVHG

XUEDQL]DWLRQ DQG UHVLGHQWLDO VSUDZO LQWR UXUDO DUHDV� (3$� ��I

5HVSRQVH WR &RPPHQW $��� $V LQGLFDWHG LQ VHYHUDO VHFWLRQV RI WKH GUDIW (,6 �LQ

SDUWLFXODU 6HFWLRQV ���� ���� DQG ����� WKH WKLUG SXUSRVH RI WKLV HYDOXDWLRQ LV WR

§HYDOXDWH WKH HQYLURQPHQWDO DQG VRFLRHFRQRPLF LPSDFWV RI VHYHUDO SRVVLEOH ZD\V WR

PHHW WKH IXWXUH ZDWHU QHHGV IRU FRPPXQLWLHV ZLWKLQ WKLV ULYHU EDVLQ�¨ $V LQGLFDWHG

LQ 6HFWLRQV ���� ����� DQG ����� UHDO HVWDWH DQG UHFUHDWLRQDO GHYHORSPHQW PD\ RFFXU

DVVRFLDWHG ZLWK RQH RU PRUH RI WKH DFWLRQ DOWHUQDWLYHV� KRZHYHU� WKRVH DFWLYLWLHV DUH

DFNQRZOHGJHG WR JHQHUDWH SRWHQWLDO FRQIOLFWV ZLWK WKH SXUSRVHV RI WKLV SURMHFW�
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$��� $V VXJJHVWHG RQ SDJH �� WKH (,6 LV ZULWWHQ PXFK OLNH D SURJUDPPDWLF (,6 VLQFH LW

JHQHULFDOO\ H[SORUHV D QHHG IRU DGGLWLRQDO ZDWHU VXSSOLHV DQG OHDYHV VLWH�

VSHFLILF SODQV IRU WKH IXWXUH� )RU H[DPSOH� WKH UHVHUYRLU PDQDJHPHQW SODQ IRU

WKH )RXQWDLQ &UHHN 5HVHUYRLU DOWHUQDWLYH �%� ZDV QRW GHYHORSHG� WKH

HQYLURQPHQWDO LPSDFWV RI WKH QHZ ZDWHU WUHDWPHQW SODQW IRU WKH GRZQVWUHDP

LQWDNH DOWHUQDWLYH �&� ZHUH QRW LQFOXGHG LQ WKH LPSDFW DQDO\VLV� DQG WKH SLSHOLQH

LPSDFWV IRU $OWHUQDWLYHV &� ( DQG % ZHUH DOVR QRW GLVFORVHG� 3DJH �� DOVR VWDWHV

WKDW �79$ LV QRW SURSRVLQJ WR GHVLJQ RU FRQVWUXFW DQ\ RI WKHVH IDFLOLWLHV� DQG �>L@Q

WKLV (,6� WKHVH DFWLRQ DOWHUQDWLYHV KDYH EHHQ JHQHUDOO\ GHVFULEHG LQ OLJKW RI WKHLU

FRQFHSWXDO QDWXUH DW WKLV HDUO\ VWDJH�� 3DJH � IXUWKHU VWDWHV WKDW ���� VHYHUDO RI

WKH DOWHUQDWLYHV ZRXOG QRW KDYH WR EH EXLOW IRU D QXPEHU RI \HDUV�� :KLOH (3$

DJUHHV ZLWK WKH FRQFHSW DQG QHHG IRU SURJUDPPDWLF (,6V WKDW DUH IROORZHG E\

VLWH�VSHFLILF 1(3$ GRFXPHQWV� RXU FRQFHUQ LV WKDW WKLV (,6 ZDV QRW WLWOHG DV D

SURJUDPPDWLF (,6� 7KLV VKRXOG EH GLVFXVVHG� (3$� ��D

5HVSRQVH WR &RPPHQW $��� 7KLV GRFXPHQW LV LQWHQGHG WR EH D

SURJUDPPDWLF (,6� KRZHYHU� WKDW WHUP FRQYH\V UDWKHU OLWWOH PHDQLQJ WR

PHPEHUV RI WKH JHQHUDO SXEOLF� $SSURSULDWH SDUWV RI WKH GRFXPHQW �HVSHFLDOO\

6HFWLRQV ��� DQG ���� KDYH EHHQ PRGLILHG WR FODULI\ WKH LQWHQGHG SURJUDPPDWLF

LQWHQW RI WKLV (,6�

$��� ,W VKRXOG DOVR EH QRWHG WKDW LI WKH SUHVHQW (,6 LV QRW D SURJUDPPDWLF (,6 EXW

UDWKHU LV DQ DFWLRQ (,6� FRQVWUXFWLRQ RI WKH SUHIHUUHG DOWHUQDWLYH ZRXOG QHHG WR

EH LQLWLDWHG ZLWKLQ ILYH \HDUV RU D UH�HYDOXDWLRQ RI LPSDFWV ZRXOG EH QHHGHG� ,I

LPSDFWV ZHUH GHWHUPLQHG DW WKDW WLPH WR EH VLJQLILFDQWO\ GLIIHUHQW� D

VXSSOHPHQWDO (,6 ZRXOG EH QHHGHG LI WKH SURMHFW ZDV SXUVXHG� (3$� ��E

5HVSRQVH WR &RPPHQW $��� &RPPHQW QRWHG�

$��� <RXU UHSRUW DOVR FRYHUV �DOEHLW EULHIO\� ZHWODQGV� DUFKHRORJLFDO UHVRXUFHV� DTXDWLF OLIH

ODQG UHFUHDWLRQDO FRQVLGHUDWLRQV� 7KHVH DUH DOO ZHOO DQG JRRG WR FRQVLGHU� EXW LI \RX

QHHG ZDWHU WR VXVWDLQ WKH EDVLFV RI OLIH� WKHQ VRPHRQH QHHGV WR JHW WKH SULRULWLHV ULJKW�

-HUU\ &� /DVKOHH� ��G

5HVSRQVH WR &RPPHQW $��� $V LQGLFDWHG LQ 6HFWLRQV ��� DQG ���� WKH 79$ UROH LQ

WKLV HYDOXDWLRQ LV WR DVVLVW ORFDO DJHQFLHV LQ GHWHUPLQLQJ WKHLU IXWXUH QHHG IRU ZDWHU

DQG HYDOXDWLQJ SRVVLEOH ZD\V WR PHHW WKH LGHQWLILHG QHHGV� 8QGHU WKH 1DWLRQDO

(QYLURQPHQWDO 3ROLF\ $FW �1(3$�� GRFXPHQWV VXFK DV WKLV (,6 DUH UHTXLUHG WR

HYDOXDWH WKH HIIHFWV RI SURSRVHG SURMHFWV RQ §WKH QDWXUDO DQG SK\VLFDO HQYLURQPHQW

DQG WKH UHODWLRQVKLS RI SHRSOH ZLWK WKDW HQYLURQPHQW�¨ 7KH LQWHQW LV §WR FUHDWH DQG

PDLQWDLQ FRQGLWLRQV XQGHU ZKLFK PDQ DQG QDWXUH FDQ H[LVW LQ SURGXFWLYH KDUPRQ\�

DQG IXOILOO WKH VRFLDO� HFRQRPLF� DQG RWKHU UHTXLUHPHQWV RI SUHVHQW DQG IXWXUH

JHQHUDWLRQV RI $PHULFDQV�¨

$��� )URP D SUDFWLFDO SHUVSHFWLYH� LPSOHPHQWDWLRQ RI WKH )RXQWDLQ &UHHN 5HVHUYRLU ZRXOG

XWLOL]H VRPH ����� DFUHV RI WKH DYDLODEOH &ROXPELD ODQGV SUHYLRXVO\ DFTXLUHG IRU WKH

GLVFRQWLQXHG &ROXPELD 'DP DQG 5HVHUYRLU� 6XFK XVH ZRXOG NHHS WKHVH ODQGV LQ

SXEOLF RZQHUVKLS DQG XQGHU WKH GLUHFW SXUYLHZ RI 79$� +RZHYHU� DQ DGGLWLRQDO ���

DFUHV RI ODQG FXUUHQWO\ QRW LQ SXEOLF RZQHUVKLS ZRXOG QHHG WR EH DFTXLUHG IRU WKH

UHVHUYRLU� (3$� ��J

5HVSRQVH WR &RPPHQW $��� $V LQGLFDWHG LQ 6HFWLRQV ��� DQG ���� WKH 79$

UROH LQ WKLV HYDOXDWLRQ LV WR DVVLVW ORFDO DJHQFLHV LQ GHWHUPLQLQJ WKH IXWXUH
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QHHG IRU ZDWHU DQG LGHQWLI\LQJ ZD\V WR PHHW WKRVH IXWXUH QHHGV� (YHQ LI ORFDO

LQWHUHVWV GHFLGH D UHVHUYRLU LQ WKH )RXQWDLQ &UHHN ZDWHUVKHG VKRXOG EH

FRQVWUXFWHG� 79$ KDV QR SODQV WR RZQ� EXLOG� RU RSHUDWH WKDW UHVHUYRLU�

$��� &RQVLVWHQW ZLWK WKH )HGHUDO 5HJLVWHU� SXEOLF FRPPHQWV DUH GXH WR 79$ E\

�������� DV RSSRVHG WR WKH �������� GDWH VWDWHG RQ WKH '(,6 FRYHU SDJH�

$FFRUGLQJO\� ZH UHFRPPHQG WKDW 79$ UHFHLYH FRPPHQWV SRVWPDUNHG E\ WKH

�������� GDWH� (3$� ��F

5HVSRQVH WR &RPPHQW $��� &RPPHQWV ZHUH DFFHSWHG LQWR HDUO\ 1RYHPEHU�

$��� 7KH 6XPPDU\ &RPSDULVRQ 7DEOH � RQ SDJH �� VKRXOG DOVR GRFXPHQW D EULHI VXPPDU\

RI QDWXUDO DQG HQYLURQPHQWDO LPSDFWV VLQFH HQYLURQPHQWDO SHUPLW LVVXHV ZLOO EH D

PDMRU FRQVLGHUDWLRQ LQ EDODQFLQJ EHQHILWV ZLWK LPSDFWV� -XVWLQ 3� :LOVRQ� 'HSXW\ WR

WKH *RYHUQRU���M

5HVSRQVH WR &RPPHQW $��� $ VXPPDU\ RI WKH HQYLURQPHQWDO HIIHFWV LV LQFOXGHG

LQ 7DEOH �� ZKLFK LV WKH FRPSDQLRQ WR 7DEOH � DQG IROORZV LW LQ 6HFWLRQ ����

$��� 7KH GUDIW LGHQWLILHV D YDULHW\ RI DOWHUQDWLYHV UDQJLQJ IURP D WUDGLWLRQDO LPSRXQGPHQW�

SLSHOLQH RSWLRQV DQG D GDP LPSURYHPHQW DOWHUQDWLYH� $ VLQJOH DOWHUQDWLYH RU

FRPELQDWLRQ RI RSWLRQV FDQ SURYLGH ZDWHU ZHOO LQWR WKH IXWXUH� 2QH RU PRUH RI WKH

DOWHUQDWLYHV DGGUHVVHG E\ WKH (,6 PD\ SURYLGH D ORQJ�WHUP DQG UHOLDEOH VRXUFH RI

ZDWHU� -XVWLQ 3� :LOVRQ� 'HSXW\ WR WKH *RYHUQRU���F

5HVSRQVH WR &RPPHQW $��� 79$ FRQFXUV ZLWK WKLV DVVHVVPHQW�

$��� , NQRZ WKH SHRSOH WKDW KDV WR PDNH WKHVH GHFLVLRQV KDYH D KDUG MRE� � � � <RX SHRSOH

WKDW DUH LQVLGH KDYH JRW WR PDNH D GHFLVLRQ VRPH ZD\� DQG ,
P IRU \RX LI \RX FDQ GR

VRPHWKLQJ ULJKW EXW� LI \RX FDQ
W� OHW
V MXVW GRQ
W JR WRR IDU XQWLO ZH FDQ JHW VRPHWKLQJ

HOVH GRQH� -DFN &UDLJ� ��G

$��� 0U� &UDLJ ZDV VR FRUUHFW LQ VD\LQJ WKH\ QHHG WR GHILQLWHO\ FRXQW WKH FRVW DQG GRQ
W VWDUW

GRLQJ VRPHWKLQJ WKDW WKH HQYLURQPHQWDOLVWV DUH JRLQJ WR FRPH LQ DQG GLVFRXQW� 6KDURQ

9DXJKQ� ��G

$��� 'RHV LW VD\ WKDW WKH GRZQVWUHDP ZDWHU LQWDNH� LV WKDW D VXUH WKLQJ� FDQ LW EH GRQH�

WKHUH
V QRWKLQJ WR XSKROG LW� WKH HQYLURQPHQWDOLVWV RU DQ\WKLQJ FDQ
W VWHS LQ DQG VD\

\RX FDQ
W WDNH ZDWHU RXW RU LV WKLV D VXUH WKLQJ RU LV WKLV MXVW D JXHVV" $QG WKHQ RQ

1RUPDQG\� UDLVLQJ RI WKDW SRRO� LV WKDW D VXUH WKLQJ� FDQ LW EH GRQH� RU DUH \RX JRLQJ WR

KDYH WURXEOH UDLVLQJ WKDW SRRO" $QG RQ WKH 7LPV )RUG SLSHOLQH� LV WKDW D VXUH WKLQJ� RU

FDQ WKH\ VD\� ZHOO� \RX GRQ
W JHW DQ\ PRUH ZDWHU� $UH ZH JRLQJ WR WKH H[SHQVH WR GR

VRPH RI WKHVH DQG QRW KDYH DQ\ DVVXUDQFH RU JHW DQ\ ZDWHU" $QG RQ 1RUPDQG\� LI

WKH\ UDLVH WKDW SRRO RU LI LW VWD\V OLNH LW LV� LQ D SXVK DQG VKRYH VLWXDWLRQ ZKHQ ZH UXQ

RXW RI ZDWHU� LV WKHUH DQ\ NLQG RI JXDUDQWHH WKDW ZH DUH JRLQJ WR JHW ZDWHU RXW RI WKDW

GDP" 7KHUH
V D ORW RI XQDQVZHUHG TXHVWLRQV DQG XQWLO ZH NQRZ ZKHWKHU WKH\ DUH VXUH

WKLQJV RU QRW� , GRQ
W VHH KRZ DQ\ERG\ FDQ PDNH D SURMHFWLRQ RQ WKDW WKH\ ZDQW�

:LOOLDP 'HUU\EHUU\� ��D

$��� 7KHVH IRXU DOWHUQDWLYHV WKDW \RX DUH VXJJHVWLQJ ZHUH SUHVHQW DW WKH WLPH WKH RWKHU GDP

ZDV EXLOW DQG� LI WKH\ ZHUH SUHVHQW WKHQ� WKH\ RXJKW WR KDYH EHHQ WKRXJKW DERXW DQG LW

VKRXOG KDYH EHHQ FKHFNHG RXW DQG NQHZ \RX FRXOG SXW ZDWHU EHKLQG &ROXPELD EHIRUH
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LW ZDV HYHU EXLOW� ,I \RX DUH WKLQNLQJ DERXW EXLOGLQJ D GDP RQ )RXQWDLQ &UHHN� ZH QHHG

WR NQRZ IRU VXUH WKDW WKH WKLQJ FDQ EH EXLOW� 1R QHHG LQ EXLOGLQJ RQH DQG WKHQ WHDULQJ LW

GRZQ� ���0 LV D ORW RI WD[ PRQH\ WKURZQ DZD\� QRW WR WKLQN DERXW WKH KRPHV DQG

OLYHV RI WKH SHRSOH WKDW OLYH WKHUH� )LVK DQG PXVVHOV DQG HYHU\WKLQJ PHDQ D ORW EXW

SHRSOH
V OLYHV DQG WKHLU KRPHV PHDQ QRWKLQJ WR DQ\ERG\� 7KH\ QHHG WR EH WDNHQ LQWR

FRQVLGHUDWLRQ� :LOOLDP 'HUU\EHUU\� ��J

5HVSRQVH WR &RPPHQWV $�� � $��� &RPPHQWV QRWHG� 7KH FKLHI SXUSRVH RI WKLV

HYDOXDWLRQ KDV EHHQ WR KHOS HYHU\RQH XQGHUVWDQG WKH YDULHW\ RI LVVXHV WKDW RXJKW WR

EH FRQVLGHUHG ZKHQ GHFLGLQJ KRZ WR PHHW WKH IXWXUH QHHGV IRU ZDWHU LQ WKH

ZDWHUVKHG�

$��� 1R SUHIHUUHG DOWHUQDWLYH ZDV VHOHFWHG E\ 79$ LQ WKH '(,6� DOWKRXJK 79$ KDV LQGLFDWHG

D QRQ�SUHIHUHQFH IRU WKH 1R $FWLRQ $OWHUQDWLYH �$�� :KLOH DFFHSWDEOH IURP D 1(3$

SHUVSHFWLYH DQG XQGHUVWDQGDEOH LQ WKH VHQVH WKDW 79$ DQG LWV FRRSHUDWRUV PLJKW ZDQW

DGGLWLRQDO SXEOLF LQSXW EHIRUH VHOHFWLQJ D SUHIHUUHG DOWHUQDWLYH� ZH QRWH WKDW GHOD\LQJ

WKH LGHQWLILFDWLRQ RI 79$
V VHOHFWLRQ XQWLO WKH )(,6 VWDJH LV ODWH LQ WKH 1(3$ SURFHVV� $W

WKDW VWDJH� WKH SXEOLF DQG UHVRXUFH DJHQFLHV ZRXOG QRW EH DEOH WR FRPPHQW RQ WKH

SUHIHUUHG DOWHUQDWLYH XQWLO WKH )(,6 FRPPHQW SHULRG� ZKLFK PD\ RU PD\ QRW WUXO\

LQIOXHQFH DQ\ PRGLILFDWLRQ RI WKH SUHIHUUHG DOWHUQDWLYH DQG ZRXOG UHGXFH WKH

SUREDELOLW\ RI D GLIIHUHQW DOWHUQDWLYH EHLQJ VHOHFWHG LI WKH SXEOLF VR�UHTXHVWHG� (3$�

��K

5HVSRQVH WR &RPPHQW $��� $V ZLWK WKH UHODWHG /DQG 8VH (,6� 79$ GHWHUPLQHG

WKDW PHPEHUV RI WKH SXEOLF DQG WKH DIIHFWHG DJHQFLHV ZRXOG EHQHILW PRVW IURP D

ZLGH�UDQJLQJ GLVFXVVLRQ FRQFHUQLQJ VHYHUDO YLDEOH ZDWHU VXSSO\ DOWHUQDWLYHV�

(VSHFLDOO\ ZKHQ ORFDO DJHQFLHV ZLOO KDYH WR EXLOG DQG GHIHQG WKH HYHQWXDO SURMHFW�V��

ZH EHOLHYH WKLV DSSURDFK UHVXOWV LQ EHWWHU�LQIRUPHG GHFLVLRQV�

$��� *LYHQ WKH SRWHQWLDO VHULRXV LPSDFWV RQ DTXDWLF IDXQD LQ VHYHUDO SURSRVHG DOWHUQDWLYHV�

79$ LV VWURQJO\ XUJHG WR FRPSOHWHO\ GLVUHJDUG $OWHUQDWLYH % DQG '� DQG FRQVLGHU WKH

SRVVLELOLW\ RI FRQVWUXFWLQJ DQ RIIVKRUH >RII�VWUHDP "@ UHVHUYRLU� 3DJH �� RI WKH '(,6

VWDWHG WKDW WKLV DOWHUQDWLYH ZDV �DGHTXDWHO\ UHSUHVHQWHG E\ WKH )RXQWDLQ &UHHN

5HVHUYRLU DOWHUQDWLYH�� +RZHYHU� RXU SURSRVHG DOWHUQDWLYH UHSUHVHQWV DQ HQWLUHO\

GLIIHUHQW VFRSH WKDQ D WULEXWDU\ UHVHUYRLU� 79$ VKRXOG QRW FRQVLGHU WKHVH DOWHUQDWLYHV

WR EH WKH VDPH� *LYHQ WKH QXPEHU RI IHGHUDOO\ OLVWHG DTXDWLF VSHFLHV LQ WKH 'XFN 5LYHU

V\VWHP� DQG WKH UHODWLYHO\ FRPPRQ QDWXUH RI PDQ\ RI WKH WHUUHVWULDO SODQWV DQG

DQLPDOV� LW PDNHV PXFK PRUH VHQVH WR OLPLW LPSDFWV WR DQ RIIVKRUH VLWH� ,PSDFWV ZLWK

WKLV VRUW RI DOWHUQDWLYH ZRXOG OLNHO\ RQO\ DIIHFW SODQW FRPPXQLWLHV LQ WKH DUHD� 6LQFH

79$ KDV SXUFKDVHG WKH ULJKWV WR ����� DFUHV RI ODQG ZLWKLQ WKH )RXQWDLQ &UHHN

ZDWHUVKHG� VXUHO\ D SDUFHO RI ODQG H[LVWV ZKHUH IHZ VHQVLWLYH SODQW RU DQLPDO

FRPPXQLWLHV H[LVW� RU ZKHUH WKHVH HIIHFWV ZRXOG EH PLQLPDO� 7KLV DOWHUQDWLYH ZRXOG

SUHVHUYH WKH ELRWLF LQWHJULW\ RI WKH DTXDWLF IDXQD RI WKH )RXQWDLQ &UHHN V\VWHP ����

VSS��� $GGLWLRQDOO\� WKLV DOWHUQDWLYH FRXOG DGHTXDWHO\ PHHW ZDWHU VXSSO\ QHHGV LI WKH

FRQWDLQPHQW UHVHUYRLU ZDV EXLOW WR DFFRPPRGDWH D ODUJH YROXPH RI ZDWHU �FD� � ELOOLRQ

JDOORQV�� 6XFK D UHVHUYRLU DOORZHG WR ILOO VORZO\ ZRXOG PLQLPL]H FXELF IHHW SHU VHFRQG

�FIV� UHPRYDO HIIHFWV LI WKH ZDWHU ZLWKGUDZDO DUHD ZHUH DURXQG 'XFN 5LYHU 0LOH ����

���� )XUWKHUPRUH� WKLV DOWHUQDWLYH FRXOG DOORZ FRQVWUXFWLRQ RI WKH UHVHUYRLU QHDU WKH

ULYHU �ZLWKLQ D IHZ PLOHV�� WKHUHIRUH HOLPLQDWLQJ WKH QHHG IRU D ����� PLOH SLSHOLQH� 79$

VKRXOG VWURQJO\ FRQVLGHU LQFOXGLQJ WKLV DOWHUQDWLYH LQ WKHLU SRWHQWLDO UHYLVLRQV RU

DWWDFKPHQWV WR WKH '(,6� (QYLURQPHQWDO 6FLHQFH *UDGXDWH 6WXGHQWV� 8QLYHUVLW\

RI 7HQQHVVHH DW &KDWWDQRRJD� ��Y
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5HVSRQVH WR &RPPHQW $��� ,Q RUGHU WR PHHW WKH SURMHFWHG QHHG IRU ZDWHU LQ �����

DQ\ SRWHQWLDO VRXUFH ZRXOG KDYH WR EH DEOH WR VXSSO\ �� PJG ��� FIV RI IORZ� GXULQJ

DOO RI D -XO\�2FWREHU GURXJKW SHULRG ���� GD\V�� 7KH WRWDO YROXPH RI ZDWHU XVHG

GXULQJ WKLV SHULRG ZRXOG EH DSSUR[LPDWHO\ ���� ELOOLRQ JDOORQV ��� PJG [ ��� GD\V��

ZKLFK HTXDOV ����� DFUH�IHHW RI ZDWHU� ,I WKH GHSWK RI WKH RII�VWUHDP UHVHUYRLU

DYHUDJHG VHYHQ IHHW� WKH XVDEOH YROXPH RI WKH UHVHUYRLU ZRXOG QHHG WR EH ��� DFUHV�

KRZHYHU� WR FRPSHQVDWH IRU HYDSRUDWLYH ORVVHV �DW DERXW WKUHH LQFKHV SHU VXUIDFH

DFUH SHU VXPPHU PRQWK� WKH UHVHUYRLU ZRXOG QHHG WR LQFOXGH ��� PRUH DFUH�IHHW RI

ZDWHU ������ � ���  ����� DFUH�IHHW�� RU D WRWDO RI ��� DFUHV ����� DFUH�IHHW�� IHHW��

$W WKDW VL]H� WKH FRQVWUXFWLRQ DQG RSHUDWLRQ RI DQ RII�VWUHDP UHVHUYRLU ZRXOG LQYROYH

PRVW RI WKH VDPH SUREOHPV GHVFULEHG IRU WKH )RXQWDLQ &UHHN UHVHUYRLU �ODQG

DFTXLVLWLRQ� ODQGRZQHU ULJKWV� FRQWUROOLQJ OHDNDJH� QXWULHQW HQULFKPHQW� ORQJ

UHWHQWLRQ WLPH� HWF��� ,Q DGGLWLRQ� WKH ZDWHU VWRUHG LQ WKH RII�VWUHDP UHVHUYRLU

SUREDEO\ ZRXOG EH SXPSHG IURP WKH 'XFN 5LYHU GXULQJ ZLQWHU DQG HDUO\ VSULQJ �WKH

KLJK IORZ SHULRG� ZKHQ WKH ULYHU ZRXOG FRQWDLQ ODUJH DPRXQWV RI RUJDQLF PDWWHU DQG

QXWULHQWV UHVXOWLQJ IURP QRQ�SRLQW VRXUFH UXQRII� 7KH TXDOLW\ RI WKH ZDWHU LQ DQ RII�

VWUHDP VWRUDJH UHVHUYRLU PLJKW EH WRR SRRU WR UHOHDVH EDFN WR WKH 'XFN 5LYHU ZLWKRXW

WUHDWPHQW DQG PLJKW EH H[SHQVLYH WR WUHDW GXH WR LWV KLJK RUJDQLF FRQWHQW DQG WKH

OLNHO\ SUHVHQFH RI WDVWH� DQG RGRU�SURGXFLQJ DOJDH� 7KHVH DUH VRPH RI WKH IDFWRUV

ZKLFK OHG 79$ WR FRQFOXGH WKDW DQ RII�VWUHDP VWRUDJH UHVHUYRLU ZDV QRW D UHDVRQDEOH

DQG VHSDUDWH ZDWHU VXSSO\ DOWHUQDWLYH ZKLFK QHHGHG WR EH HYDOXDWHG LQ WKLV (,6�

$��� :H VWURQJO\ VXSSRUW D QR�QHW�ORVV �VLPLODU WR RXU 7HQQHVVHH :HWODQG &RQVHUYDWLRQ

6WUDWHJ\ DQG WKH ZHWODQG SURWHFWLRQ LQLWLDWLYH� DSSURDFK WR WKH PDQDJHPHQW RI SXEOLF

ODQGV DQG RXU 6WDWH QDWXUDO UHVRXUFHV� $OWKRXJK 79$ RXWOLQHV VRPH SURWHFWLRQ RI

QDWXUDO UHVRXUFHV DV SDUW RI WKH GHVFULSWLRQ RI WKH SURSRVHG $OWHUQDWLYHV� WKHVH DUH QRW

VSHFLILF DQG GR QRW DGGUHVV ORQJ WHUP SURWHFWLRQ RI QDWXUDO UHVRXUFHV� VSHFLILF VHQVLWLYH

KDELWDW DQG VSHFLHV WKURXJKRXW WKH SODQQLQJ FRUULGRU� $QGUHZ 1� %DUUDVV�

(QYLURQPHQWDO 5HYLHZ &RRUGLQDWRU� 'LYLVLRQ RI 1DWXUDO +HULWDJH� ��F

$��� ,Q RUGHU WR FRPSO\ ZLWK WKH 1DWLRQDO (QYLURQPHQWDO 3ROLF\ $FW� FRQVLGHUDWLRQ VKRXOG EH

JLYHQ WR WKH FRPSUHKHQVLYH DQG FXPXODWLYH LPSDFWV DVVRFLDWHG ZLWK WKH SURMHFW DFWLRQV�

&RQVLGHULQJ WKH LQIRUPDWLRQ SURYLGHG� LW LV SUREDEOH WKDW DQ\ SURSRVHG SLSHOLQH

GHYHORSPHQW ZLOO LQFUHDVH VWUHDP FURVVLQJV� ZLOO DIIHFW LQVWUHDP DTXDWLF DQG ULSDULDQ

KDELWDW� DQG WKHUHE\ VLJQLILFDQWO\ GHJUDGLQJ KDELWDW DV SDUW RI SURSRVHG FRQVWUXFWLRQ

LPSOHPHQWDWLRQ� 7KH 79$ KDV QRW LGHQWLILHG UHVWRUDWLRQ QRU UHFODPDWLRQ DFWLRQV WR

OHVVHQ DQ\ FRQVWUXFWLRQ�UHODWHG LPSDFWV� H�J�� EHVW PDQDJHPHQW SUDFWLFHV RU

ELRHQJLQHHULQJ WHFKQLTXHV� $QGUHZ 1� %DUUDVV� (QYLURQPHQWDO 5HYLHZ

&RRUGLQDWRU� 'LYLVLRQ RI 1DWXUDO +HULWDJH� ��E

$��� 7KH UHORFDWLRQ RI +LJKZD\ ��� DQ\ VHFRQGDU\ URDGV� SRZHU WUDQVPLVVLRQ OLQHV� ZDWHU

WUHDWPHQW SODQWV DQG RWKHU UHODWHG IDFLOLWLHV RI WKH SUHVHQWHG DOWHUQDWLYHV� DV ZHOO DV

RWKHU SUHVHQW� SURSRVHG DQG IRUHVHHDEOH IXWXUH SURMHFWV RYHU D ��� WR ���\HDU KRUL]RQ

LQ WKH UHJLRQ� VKRXOG EH FRQVLGHUHG DQG GLVFXVVHG LQ WKH )(,6� (3$� ��DL

$��� 7KH LPSDFWV RI WKH UHPDLQLQJ DFWLRQ DOWHUQDWLYHV �&� ' 	 (� DUH XQFHUWDLQ VLQFH LPSDFWV

RI SLSHOLQH URXWHV �& 	 (� DQG VSHFLILFV RQ WUHDWPHQW SODQWV FRPPRQ WR DOO DFWLRQ

DOWHUQDWLYHV DUH QRW GLVFORVHG� (3$� ��Q

5HVSRQVH WR &RPPHQWV $�� � $��� 7KH JHQHUDO QDWXUH RI WKHVH LVVXHV DUH

LGHQWLILHG LQ WKH DSSURSULDWH VHFWLRQV RI WKH (,6� KRZHYHU� VSHFLILF PHDVXUHV WR

SURWHFW WKHP ZLOO KDYH WR EH DGGUHVVHG LQ WKH VXEVHTXHQW 1(3$ DQG 13'(6 SHUPLW

HYDOXDWLRQ�V� IRU ZKDWHYHU SURMHFWV DUH SURSRVHG WR EH EXLOW�
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$��� *LYHQ WKHVH FRQVLGHUDWLRQV� RXU DOWHUQDWLYHV �SUHIHUHQFH� IURP PRVW SUHIHUUHG WR OHDVW

LV DV IROORZV� $� 0RGLILHG ( �LI IHDVLEOH�� &� (� ' DQG %� (3$� ��T

$��� ,I � � >DGRSWLRQ RI WKH 1R $FWLRQ $OWHUQDWLYH IRU WKH QHDU WHUP@ LV XQDFFHSWDEOH WR ORFDO

ZDWHU DXWKRULWLHV RU LI DGGLWLRQDO DJULFXOWXUDO RU ZDWHU�FRQVXPLQJ LQWHUHVWV FDQ EH

H[SHFWHG WR ZLWKGUDZ VLJQLILFDQW DGGLWLRQDO YROXPHV IURP WKH 'XFN 5LYHU� (3$

UHFRPPHQGV WKDW WKH PRVW HQYLURQPHQWDO DOWHUQDWLYH EH LPSOHPHQWHG E\ DSSUR[LPDWHO\

����� 9ROXQWDU\ FRQVHUYDWLRQ PHWKRGV VKRXOG EH HQFRXUDJHG DQG HPSOR\HG

UHJDUGOHVV RI ZKLFK DOWHUQDWLYH LV VHOHFWHG� ZLWK LQFHQWLYHV DQG GLVLQFHQWLYHV VKRXOG EH

SURYLGHG E\ ORFDO DXWKRULWLHV IRU FRPSO\LQJ FXVWRPHUV� &RQVHUYDWLRQ VKRXOG WDUJHW

WKRVH DFWLYLWLHV WKDW FRQVXPH ZDWHU �H�J�� ODZQ ZDWHULQJ� DV RSSRVHG WR WKRVH WKDW

UHWXUQ D ODUJH SRUWLRQ RI WKH ZDWHU WR LWV VRXUFH �H�J�� ZDVWHZDWHU�� (3$� ��M

$��� ,Q VXPPDU\� XQWLO D WUXH ZDWHU QHHG FDQ EH GHPRQVWUDWHG EH\RQG ZKDW H[LVWLQJ

VRXUFHV �1RUPDQG\ IORZV DQG ZDVWHZDWHU UHWXUQV� DQG FRQVHUYDWLRQ PHWKRGV FDQ

SURYLGH� (3$ IDYRUV WKH 1R $FWLRQ �$� IRU WKH QHDU IXWXUH� ,I WKLV LV FRQVLGHUHG

XQDFFHSWDEOH WR ORFDO ZDWHU DXWKRULWLHV DQG LPSOHPHQWDWLRQ RI RQH RI WKH UHPDLQLQJ

DOWHUQDWLYHV �%�(� LV SXUVXHG� ZH ZRXOG QRW SUHIHU LPSOHPHQWDWLRQ RI WKH )RXQWDLQ

&UHHN 5HVHUYRLU �%� RU UDLVLQJ WKH SRRO RI WKH 1RUPDQG\ 5HVHUYRLU �'� GXH WR WKHLU

LPSDFWV� :H DOVR KDYH HQYLURQPHQWDO FRQFHUQV DERXW WKH DOWHUQDWLYHV ZLWK ORQJ

SLSHOLQHV �& DQG (� ZLWK XQFOHDU URXWHV DQG XQGLVFORVHG LPSDFWV� ,I WKH SLSHOLQH

LPSDFWV FRXOG EH PLQLPL]HG WKURXJK DOLJQPHQW VKLIWV DQG WKH LPSDFWV RI QHZ ZDWHU

WUHDWPHQW SODQWV FRPPRQ WR DOO DFWLRQ DOWHUQDWLYHV FRXOG DOVR EH PLQLPL]HG� ZH ZRXOG

IDYRU & RYHU ( VLQFH LW KDV D VKRUWHU SLSHOLQH WKDQ (� DQG ( DOVR LQYROYHV LQWHUEDVLQ

WUDQVIHU� +RZHYHU� ZH VWURQJO\ VXJJHVW WKDW WKH IHDVLELOLW\ RI D PRGLILFDWLRQ RI (

�0RGLILHG (� EH FRQVLGHUHG� ZKLFK UHWXUQV DGGLWLRQDO ZDVWHZDWHU WR WKH 'XFN 5LYHU DV

RSSRVHG WR WUDQVIHUULQJ LW WR WKH 7LPV )RUG 5HVHUYRLU� (3$� ��DM

$��� ,Q VXPPDU\� FRQVLGHULQJ WKH $OWHUQDWLYHV SUHVHQWHG� ZH ILQG $OWHUQDWLYHV & DQG (

OHDVW REMHFWLRQDEOH DQG WKHVH DOWHUQDWLYHV FOHDUO\ SUHVHQW PLQLPDO HQYLURQPHQWDO

LPSDFWV ZKHQ FRPSDUHG WR RWKHU DOWHUQDWLYHV SUHVHQWHG� :H KDYH FRQFHUQV DERXW WKH

PDQDJHPHQW RI VKRUHOLQH WUDFWV �$OWHUQDWLYH '� DQG GHFUHDVHG VWUHDP IORZV WKDW FRXOG

UHVXOW IURP $OWHUQDWLYH &� :H VXJJHVW WKDW WKHVH LPSDFWV EH IXUWKHU DGGUHVVHG DQG

GRFXPHQWHG LQ WKH )LQDO (,6 DV ZHOO DV WKH PHWKRGV IRU DYRLGLQJ LPSDFWV DVVRFLDWHG

ZLWK LPSOHPHQWLQJ WKHVH $OWHUQDWLYHV� $QGUHZ 1� %DUUDVV� (QYLURQPHQWDO 5HYLHZ

&RRUGLQDWRU� 'LYLVLRQ RI 1DWXUDO +HULWDJH� ��U

5HVSRQVH WR &RPPHQWV $�� � $��� &RPPHQWV QRWHG�

$��� , VWLOO KDYH IDLWK LQ 79$ GRLQJ WKH ULJKW WKLQJ� DQG , KRSH WKDW WKLV PDWWHU ZLOO EH VHWWOHG

WKLV WLPH� , KRSH LW ZLOO EH VRRQHU UDWKHU WKDQ ODWHU DQG ZH GRQ
W ZDLW XQWLO ZH KDYH D

SUREOHP WR KDQGOH LW� 6KDURQ 9DXJKQ� ��H

$��� $ UHYLHZ RI WKH ZRUN DQG HIIRUWV SXW LQWR WKH (,6 UHPLQGV XV WKDW ZLWK HDFK RI WKH

SRVVLEOH DOWHUQDWLYHV WKHUH UHPDLQV PDQ\ XQDQVZHUHG TXHVWLRQV� $ JRRG IRXQGDWLRQ

RI NQRZOHGJH KDV EHHQ HVWDEOLVKHG� EXW D JUHDW GHDO RI ZRUN UHPDLQV� � � � )RU XV� WKLV

GRFXPHQW LV RQO\ WKH ILUVW VWHS RI D UHQHZDO HIIRUW WR PHHW WKH DQWLFLSDWHG QHHG IRU

:$7(5 LQ WKH 'XFN 5LYHU %DVLQ� /DUU\ (� -RQHV� �E

$��� :RUN RQ WKH (,6 KDV UHPLQGHG DOO RI XV WKDW ZLWK HDFK RI WKH SRVVLEOH DOWHUQDWLYHV

WKHUH DUH VWLOO PDQ\ XQDQVZHUHG TXHVWLRQV� $ JRRG IRXQGDWLRQ RI NQRZOHGJH KDV EHHQ

HVWDEOLVKHG EXW D JUHDW GHDO RI ZRUN UHPDLQV WR EH GRQH� 7KRVH RI XV ZLWK D GLUHFW
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UHVSRQVLELOLW\ IRU ZDWHU VXSSO\ IHHO DQ LQFUHDVLQJ XUJHQF\ WR PRYH IRUZDUG ZLWK WKH

SURFHVV� )RU XV� WKLV GRFXPHQW LV EXW WKH ILUVW VWHS RI D UHQHZHG HIIRUW WR PHHW WKH

DQWLFLSDWHG QHHG IRU ZDWHU LQ WKH 'XFN 5LYHU 5HJLRQ� /LQGD 1DQQLH� &KDLUPDQ� 'XFN

5LYHU $JHQF\� ��F DQG ��F

$��� , ZDV ERUQ DERXW ���� IHHW VRXWK RI )RXQWDLQ &UHHN� , PRYHG DFURVV LW DERXW ���� IHHW

ZKHQ , ZDV WZR� WKUHH� RU IRXU \HDUV ROG� DQG OLYHG WKHUH XQWLO , ZDV JURZQ� $IWHU ,

FRPH EDFN RXW RI VHUYLFH� , ERXJKW D IDUP RQ )RXQWDLQ &UHHN DQG ,
YH VHHQ WKDW VWUHDP

UHDO ORZ� (YHU\ERG\ HOVH WKDW
V EHHQ LQ WKDW DUHD KDV VHHQ WKH VDPH WKLQJ , KDYH� ,
P

QRW VPDUW� ,
P QRW LQVLGH RQ WKLV WKLQJ� ,I , ZDV� LW ZRXOG SUREDEO\ EH LQ ZRUVH VKDSH

WKDQ LW LV EXW , WKLQN ZH
YH JRW D SUREOHP DQG , WKLQN LW
V WKH PRVW HQYLURQPHQWDO WKLQJ

WKDW ZH DUH ORRNLQJ DW RI DOO WKH FKRLFHV WKDW ZH KDYH� -DFN &UDLJ� ��D

5HVSRQVH WR &RPPHQWV $�� � $��� &RPPHQWV QRWHG�

$��� 7KH VXSSRUW IRU DQ\ DFWLRQ LV PL[HG DQG OLPLWHG� /RFDO WUXVW RI 79$ KDV UHDFKHG

ERWWRP� $Q\ SODQ VHOHFWHG ZLOO LQFXU XQGXH RSSRVLWLRQ HYHQ WKRXJK 79$ KDV VWDWHG

WKH\ ZRXOG QRW SDUWLFLSDWH LQ GHVLJQ RU FRQVWUXFWLRQ� 7KH ORZ DWWHQGDQFH DW \RXU

PHHWLQJ RI ��������� LQGLFDWHV SRRU ORFDO LQWHUHVW DQG VXSSRUW� :KHQ &ROXPELD

DFWXDOO\ UHDOL]HV WKDW WKH\ DUH� RU ZLOO EH� VKRUW RQ WKHLU ZDWHU VXSSO\� WKH GHDGKHDGV

ZLOO FRPH DOLYH DQG WKH SROLWLFLDQV ZLOO FOLPE DERDUG� 'RXJODV .� 0LWFKHQHU� ��E

$��� :H GR QHHG WR FRQVLGHU VRPHWKLQJ IRU WKH ORQJ UDQJH� , GRQ
W ZDQW WR VD\ QRWKLQJ

DERXW SHRSOH LQ WKH SDVW EXW LI� LQ WKH ��
V� ZH
G KDG OHDGHUVKLS �DQG , GRQ
W PHDQ ORFDO

OHDGHUVKLS� RXU ORFDO OHDGHUVKLS ZDQWHG WKH &ROXPELD 'DP�� EXW LI ZH KDG OHDGHUVKLS

XS KLJKHU� HVSHFLDOO\ LQ :DVKLQJWRQ� ZKR KDG VRPH EDFNERQH WR VWDQG XS WR VRPH

HQYLURQPHQWDOLVWV� ZH ZRXOGQ
W EH KHUH GLVFXVVLQJ WKLV WRGD\� 7KH RSWLRQ , DP ORRNLQJ

IRU LV IRU RXU FKLOGUHQ DQG WKH QH[W JHQHUDWLRQ QRW WR KDYH WR FRPH EDFN WR WKLV

DXGLWRULXP RU RQH VLPLODU WR LW ZKHUH WKH\ DUH JRLQJ WR KDYH WR GLVFXVV WKH VDPH WKLQJ �

ZKDW DUH JRLQJ WR KDYH WR GR DERXW ZDWHU� :H KDYH RXU FKDQFH QRZ WR VROYH WKH ZDWHU

IRU D ORQJ UDQJH DQG ZH QHHG WR KDYH WKH EDFNERQH WR GR LW� :D\QH 5RPHVEHUJ� ��I

5HVSRQVH WR &RPPHQWV $�� DQG $��� &RPPHQWV QRWHG� 7KHVH FRPPHQWV UHIOHFW

VRPH RI WKH QHJDWLYH SHUVSHFWLYHV ZKLFK ZLOO KDYH WR EH DGGUHVVHG ZKHQ RQH RU PRUH

ZDWHU VXSSO\ SURMHFWV DUH SURSRVHG�

$��� :H UHFRJQL]H WKDW WKLV (,6 �� OLNH WKH 7(5'$ (,6 �� LV EXUGHQHG ZLWK \HDUV �DQG

JHQHUDWLRQV� RI H[SHFWDWLRQV� GLVDSSRLQWPHQW� DQG IUXVWUDWLRQ� ,Q WKLV FDVH� LW ZDV

FUHDWHG E\ WKH DQWLFLSDWHG FRPSOHWLRQ RI WKH &ROXPELD 'DP DQG LWV VXEVHTXHQW

DEDQGRQPHQW� )RUWXQDWHO\� WKH ILQDO (,6 FDQ EHQHILW IURP LPSURYHPHQWV LQ

FRQVHUYDWLRQ VFLHQFH DQG WKH VFLHQFH RI ZDWHU �VXSSO\ DQG TXDOLW\� PDQDJHPHQW

JDLQHG WKURXJK WKH LQWHUYHQLQJ GHFDGHV� ,W LV LPSHUDWLYH WKDW GHFLVLRQV LQ WKH ILQDO (,6

DOVR DQWLFLSDWH HWKLFDO FRQVLGHUDWLRQV LQ SUHYHQWLQJ DQG PDQDJLQJ SUHVHQW DQG IXWXUH

VRFLDO FRQIOLFWV RYHU QDWXUDO UHVRXUFHV RQ WKH 'XFN� 0DUW\ 0DULQD� ([HFXWLYH

'LUHFWRU� 7HQQHVVHH &RQVHUYDWLRQ /HDJXH� ��E

$��� $V VWDWHG LQ WKH (,6� SHRSOH OLYLQJ LQ WKH XSSHU 'XFN ZDWHUVKHG �ZLOO KDYH WR UHDOL]H

WKDW SURWHFWLRQ RI WKH TXDQWLW\ DQG TXDOLW\ RI WKH ZDWHU VXSSO\ ZLOO EH FULWLFDO WR WKHLU

KHDOWK DQG ORFDO HFRQRP\�� DQG �ZLOO KDYH WR ZRUN WRJHWKHU WR PDNH VXUH HDFK

FRPPXQLW\ KDV HQRXJK JRRG TXDOLW\ ZDWHU WR PHHW WKHLU QHHGV�� $V D PHPEHU RI WKLV

ZDWHUVKHG FRPPXQLW\� 7KH 1DWXUH &RQVHUYDQF\ VWURQJO\ XUJHV WKDW DOO UHVLGHQWV�

RUJDQL]DWLRQV� DQG XWLOLW\ GLVWULFWV DVVLVW WKH 'XFN 5LYHU $JHQF\ LQ ILQGLQJ D ORQJ�WHUP�
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UHJLRQDO VROXWLRQ WKDW EDODQFHV HQYLURQPHQWDO FRQFHUQV DQG HFRQRPLF GHYHORSPHQW

QHHGV� /HVOLH &ROOH\� 7KH 1DWXUH &RQVHUYDQF\ RI 7HQQHVVHH� ��K

$��� ,W LV H[WUHPHO\ LPSRUWDQW WR WKH ORFDO ZDWHU V\VWHPV DQG WKH 'XFN 5LYHU $JHQF\� ZKLFK

DUH MRLQWO\ UHVSRQVLEOH IRU WKH ZDWHU VXSSO\ LQ WKH UHJLRQ� WKDW WKLV GRFXPHQW KDV

HVWDEOLVKHG DQ RXWOLQH RI WKH HQYLURQPHQWDO LVVXHV DQG FRQFHUQV WKDW PXVW EH

FRQVLGHUHG LQ WKH IXWXUH GHYHORSPHQW RI WKH DOWHUQDWLYHV DQG WKH XOWLPDWH VHOHFWLRQ DQG

FRPSOHWLRQ RI SURMHFW DQG SURJUDP VROXWLRQV ZLWKRXW SUHPDWXUHO\ OLPLWLQJ WKH

DOWHUQDWLYHV� 2YHU �� \HDUV DJR RXU SUHGHFHVVRUV DQWLFLSDWHG WKH UHJLRQ
V QHHG IRU

ZDWHU DQG FRQFHLYHG RI WKH 'XFN 5LYHU SURMHFW� 7KH\ GLG QRW VROYH WKH SUREOHP

LQGHILQLWHO\� EXW WKH\ GLG FUHDWH 1RUPDQG\ 5HVHUYRLU ZKLFK VXVWDLQV DOO RI XV DQG WKH

PDLQ 'XFN 5LYHU HQYLURQPHQW WRGD\� 1RQH RI WKH FXUUHQW DOWHUQDWLYHV ZLOO VXVWDLQ XV

LQGHILQLWHO\ HLWKHU� 7KLV (,6 ORRNV RXW WR WKH \HDU ���� EXW WKHUH LV QRWKLQJ PDJLFDO

DERXW WKDW \HDU� :H RZH LW WR WKH QH[W JHQHUDWLRQ WR SUHVHUYH DOWHUQDWLYHV DQG RSWLRQV

WKDW PD\ EH QHHGHG ZHOO EH\RQG RXU OLIHWLPH� /LQGD 1DQQLH� &KDLUPDQ 'XFN 5LYHU

$JHQF\� ��E DQG ��E

$��� 7KH 'XFN 5LYHU ZLOO EH XQDEOH WR VXSSO\ &ROXPELD
V DQG 0DXU\ &RXQW\
V ZDWHU VXSSO\

QHHGV E\ WKH \HDU ����� 0DXU\ &RXQW\ ZLOO KDYH WR ILQG DGGLWLRQDO ZDWHU VXSSO\

VRXUFHV WR PHHW WKH ZDWHU VXSSO\ DQG ZDWHU TXDOLW\ FRQWURO QHHGV RI LWV FLWL]HQV DQG

LQGXVWULHV� 6LQFH WKH KDOWLQJ RI FRQVWUXFWLRQ ZRUN RQ WKH &ROXPELD 'DP LQ ����� QR

VLJQLILFDQW SURJUHVV KDV EHHQ PDGH WRZDUG PHHWLQJ WKH IXWXUH ZDWHU QHHGV RI WKH

ORZHU 'XFN 5LYHU DUHD� $Q HQRUPRXV DPRXQW RI WLPH DQG ILQDQFLDO UHVRXUFHV KDYH

EHHQ H[SHQGHG VWXG\LQJ DQG GRFXPHQWLQJ WKH REYLRXV LVVXHV� QHHGV� DQG VROXWLRQV� ,W

LV LPSHUDWLYH WKDW QR PRUH WLPH EH ORVW� 79$� ZRUNLQJ ZLWK ORFDO ZDWHU V\VWHPV DQG

'XFN 5LYHU $JHQF\� KDV SUHSDUHG DQ (QYLURQPHQWDO ,PSDFW 6WDWHPHQW �(,6� RQ ZD\V WR

PHHW SURMHFWHG ZDWHU VXSSO\ QHHGV RI WKH DUHD� 7KH GUDIW (,6 LGHQWLILHV ZDWHU QHHGV RI

WKH 'XFN 5LYHU %DVLQ DQG HYDOXDWHV WKH HQYLURQPHQWDO DQG VRFLRHFRQRPLF LPSDFW RI

SRVVLEOH ZD\V WR PHHW IXWXUH ZDWHU QHHGV ZLWKRXW SUH�VHOHFWLRQ RI RQH DOWHUQDWLYH� 7KH

LQIRUPDWLRQ FRQWDLQHG LQ WKH GLVFXVVLRQ RI JHQHUDO FRQFHSWV SUHVHQWHG FDQ EH

EHQHILFLDO WR ZDWHU SODQQHUV DQG FRPPXQLW\ OHDGHUV DV WKH\ SXUVXH D WLPHO\ UHJLRQDO

ZDWHU UHVRXUFH� 2EYLRXVO\� LPSRUWDQW IDFWRUV VXFK DV FRVWV� FRQVXPHU UDWH LPSDFWV�

DQG VLWH�VSHFLILF GHWDLOV FDQ DQG VKRXOG EH PDGH E\ ORFDO DQG UHJLRQDO SURMHFW

VSRQVRUV� -RKQ 5� &ROOLHU� -U�� &KDLUPDQ� %RDUG RI 3XEOLF 8WLOLWLHV RI &ROXPELD�

7HQQHVVHH� ��D

$��� %\ DGGUHVVLQJ WKH HQYLURQPHQWDO DQG VRFLRHFRQRPLF LVVXHV RI WKH DOWHUQDWLYHV HDUO\ LQ

WKH SURMHFW
V FRQFHSW DQG GHVLJQ SKDVH� ZH FDQ FUHDWH DQ RSSRUWXQLW\ IRU D VXFFHVVIXO

SURMHFW WKDW EDODQFHV FRPPXQLW\ ZDWHU UHVRXUFH QHHGV� HFRQRPLFV� DQG HQYLURQPHQWDO

LPSDFW� 2Q EHKDOI RI &3:6 ZDWHU FXVWRPHUV LQ &ROXPELD� 0DXU\ &RXQW\� DQG SDUWV RI

VRXWKHUQ :LOOLDPVRQ &RXQW\� ZH XUJH HYHU\ UHVSRQVLEOH DJHQF\ DQG FRPPXQLW\ OHDGHU

LQYROYHG WR VKRZ UHQHZHG GHWHUPLQDWLRQ DQG HIIRUW WR FRPSOHWH WKH WDVN RI VHFXULQJ

DGGLWLRQDO ZDWHU VXSSOLHV� -RKQ 5� &ROOLHU� -U�� &KDLUPDQ� %RDUG RI 3XEOLF 8WLOLWLHV

RI &ROXPELD� 7HQQHVVHH� ��E

5HVSRQVH WR &RPPHQWV $�� � $��� (YHQ WKRXJK WKH\ DUH VWDWHG LQ VOLJKWO\

GLIIHUHQW ZD\V� DOO RI WKHVH FRPPHQWV VHHP WR LPSO\ WKDW WKLV (,6 UHSUHVHQWV DQ

RSSRUWXQLW\ WR DGGUHVV WKH ORQJ�WHUP ZDWHU QHHGV LQ WKH XSSHU 'XFN 5LYHU DUHD

ZLWKRXW FDXVLQJ DGYHUVH HQYLURQPHQWDO HIIHFWV� ,I WKDW KDSSHQV� WKH GRFXPHQW ZLOO

KDYH DFKLHYHG DOO RI LWV SXUSRVHV�



8SSHU 'XFN 5LYHU :DWHU 6XSSO\ $QDO\VLV DQG )LQDO 3URJUDPPDWLF (,6

'���

!���"����� �������
����

%�� &RPSOHWH WKH &ROXPELD 'DP� LW VKRXOG QHYHU KDYH EHHQ VWRSSHG� 'RQ )� /HH� �F

%�� 'DQ >)HUU\@ LW LV QRW \RXU IDXOW� EXW SHRSOH LQ 0XUUD\ &RXQW\ VWLOO KDYH D VRXU WDVWH

DERXW 79$� , NQRZ \RX KDG WKH SURMHFW GXPSHG LQ \RXU ODS DQG LW
V QRW \RXU IDXOW EXW

WKHUH DUH D ORW RI SHRSOH WKDW VWLOO KDYH D VRXU WDVWH DERXW WKH &ROXPELD 'DP ILDVFR�

DQG WKDW
V ZKDW LW ZDV � D ILDVFR� ,W VKRXOG KDYH QHYHU KDSSHQHG� EXW LW GLG� :D\QH

5RPHVEHUJ� ��M

%�� , NQRZ ZH DOO IHHO OLNH WKDW WKHUH KDV EHHQ D WHUULEOH PLVWDNH PDGH DQG , WKLQN ZH DUH

MXVWLILHG LQ GRLQJ WKLV� XV SHRSOH WKDW OLYHG KHUH� , KDG WR PRYH� P\ SDUHQWV KDG WR

PRYH� DQG D SUHWW\ JRRG SHUFHQWDJH RI QHLJKERUV LQ RXU DUHD KDG WR PRYH IURP ZKHUH

ZH ZHUH EHFDXVH RI WKLV WKLQJ DQG WKHQ LW GLGQ
W ZRUN RXW EHVLGHV DOO WKH WD[ GROODUV ZH

SXW LQWR LW� , IHHO OLNH LI RXU IULHQG -RH /� (YDQV KDG OLYHG� WKH HQYLURQPHQWDOV ZRXOGQ
W

KDG WKH SUREOHP ZH
YH KDG ZH ZRXOG KDYH KDG LQ KHUH� , WKLQN ZH ZRXOG KDYH KDG D

GDP LQ &ROXPELD WRGD\ DQG EHHQ XVLQJ LW� EXW WKDW
V P\ RSLQLRQ� ,W
V QRW VRPHERG\

HOVHªV� EXW , WKLQN ZKHQ ZH ORVW RXU SROLWLFV LQ :DVKLQJWRQ LV WKH UHDVRQ ZH GRQ
W KDYH

D GDP LQ &ROXPELD WRGD\� , KRSH� MXVW OLNH %XGG\ VDLG DQG 0U� -DFREV� WKDW ZH GRQ
W

PDNH WKLV VDPH PLVWDNH DJDLQ� -DFN &UDLJ� ��F

%�� 7KHUH ZHUH ILYH RSWLRQV WR DFFHSW RU GLVFXVV� WKHUH UHDOO\ VKRXOG KDYH EHHQ VL[�

QXPEHU VL[ EHLQJ� WKH FRPSOHWLRQ RI WKH &ROXPELD GDP SURMHFW� � � � 7KH ODQG LV DOUHDG\

DFTXLUHG� WKH HQJLQHHULQJ RI WKH GDP LV DOUHDG\ FRPSOHWH DQG WKH SUHOLPLQDU\ ZRUN LV

DOUHDG\ GRQH� � � � 7KH SURMHFW ZLOO DOORZ 0DXU\ &RXQW\ D JURZWK RI PDQ\ \HDUV ZLWK

ZDWHU UHDGLO\ DYDLODEOH� ZDWHU VSRUWV DQG UHFUHDWLRQ ZRXOG EULQJ ERWK LQFUHDVHG

SRSXODFH DV ZHOO DV LQFUHDVHG UHYHQXH WR WKH FRXQW\� GXH WR WKH DYDLODELOLW\ RI ZDWHU

VSRUWV� � � � 7KH GLVDGYDQWDJHV DUH IHZ� RQH UHDOO\� WKH SRVVLELOLW\ RI RQH ORVW UHIXJH

IRU D PXVVHO� PLQG \RX QRW WKH ODVW UHIXJH� 1R PDWWHU KRZ \RX ORRN DW WKH HQWLUH

VFHQDULR WKHUH LV QR ORJLF IRU QRW FRPSOHWLQJ WKH &ROXPELD SURMHFW� 7KH EHQHILWV DUH QRW

RQO\ WR 0DXU\ FRXQW\ EXW DOO WKH VXUURXQGLQJ FRXQWLHV DV ZHOO� LQGXVWU\ DQG

PDQXIDFWXULQJ ZRXOG ILQG D JUHDWHU DWWUDFWLRQ WR WKH HQWLUH DUHD� 0DQNLQG DQG WKH

FRQWLQXDWLRQ RI PDQNLQG DV ZH NQRZ LW VKRXOG DQG PXVW UHPDLQ WKH WRS SULRULW\� 7KHUH

ZHUH ILYH RSWLRQV PHQWLRQHG LQ WKH DUWLFOH� QRQH RI ZKLFK ZLOO PHHW WKH ORQJ�WHUP QHHGV

RI 0DXU\ &RXQW\� 7KH FRQVWUXFWLRQ RI DQRWKHU QHZ GDP RQ )RXQWDLQ &UHHN ZRXOG

DOPRVW FHUWDLQO\ PHHW WKH VDPH UHVLVWDQFH DV WKH &ROXPELD 3URMHFW GLG� SOXV DOO WKH

ODQG LV QRW DFTXLUHG� ,W
V WLPH ZH ORRNHG DW WKH QHHGV RI WKH PDMRULW\ QRW WKH GHVLUHV RI

WKH VSHFLDO LQWHUHVW JURXSV DQG PHW WKRVH QHHGV� ,W
V WLPH WR GR ZKDW
V �EHVW IRU WKH

EXVLQHVV� DQG FRPSOHWH WKH &ROXPELD 3URMHFW� -LP +LOOPDQ� ��

5HVSRQVH WR &RPPHQWV %� � %�� 79$ XQGHUVWDQGV DQG DSSUHFLDWHV WKH KHDUW�IHOW

QDWXUH RI WKHVH FRPPHQWV� KRZHYHU DV LQGLFDWHG LQ WKH &ROXPELD 3URMHFW /DQG 8VH

(,6 DQG LQ 6HFWLRQ ��� RI WKLV (,6� LQ ���� 79$ GHWHUPLQHG WKDW WKH &ROXPELD 'DP

3URMHFW FRXOG QRW EH FRPSOHWHG DV D GDP DQG UHVHUYRLU RQ WKH 'XFN 5LYHU� 6LQFH

WKHQ� 79$ KDV EHHQ ZRUNLQJ ZLWK D YDULHW\ RI DJHQFLHV WR PHHW WKH SXUSRVHV RI WKDW

SURMHFW LQ RWKHU ZD\V� 2QH RI WKRVH SXUSRVHV ZDV ZDWHU VXSSO\� ZKLFK WKLV (,6

DGGUHVVHV�

%�� , ZDV ERUQ DQG UDLVHG KHUH LQ 0XUUD\ &RXQW\� EHHQ KHUH DOO P\ OLIH SUDFWLFDOO\� DQG ,

NQRZ \RX DOO KDYH EHHQ WKURXJK D WUHPHQGRXV DPRXQW ZLWK DOO WKLV ODVW ����� \HDUV� ,W

KDV DIIHFWHG RXU FRXQW\ PRUH WKDQ DQ\WKLQJ ,
YH HYHU VHHQ KDSSHQ LQ WKLV FRXQW\� ,W
V

YHU\ GLVWXUELQJ WR D ORW RI SHRSOH WR VHH WKLQJV OLNH WKLV KDSSHQ ZKHQ ZH
UH VXSSRVH WR
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KDYH ZKDW , FDOO FRPPRQ VHQVH� :H PLJKW QRW KDYH D GHJUHH IURP VRPH FROOHJH EXW

ZKHQ \RX JHW LQWR WKLQJV OLNH WKLV� , WKLQN \RX QHHG WR XVH D OLWWOH FRPPRQ VHQVH� (G

-DFREV� ��D

%�� , ZDV QLQH \HDUV ROG ZKHQ P\ JUDQGSDUHQWV VROG WKHLU ODQG WR 79$ DQG� RI FRXUVH�

QRWKLQJ FDPH WKURXJK DV IDU DV WKH GDP� 7KHUH
V D ORW RI WKH ROGHU JHQHUDWLRQ� P\

JHQHUDWLRQ� WKDW
V DOO ZH UHPHPEHU LV SHRSOH VHOOLQJ WKHLU ODQG DQG QRWKLQJ KDV FRPH RI

LW� $ ORW RI SHRSOH KDYH ORVW WUXVW DQG WKH\ UHDOO\ QHHG WR NHHS WKLV LQ WKH FRPPXQLW\

YHUVXV EULQJLQJ ZDWHU IURP RXWVLGH� :H QHHG WR KDYH RXU WUXVW EDFN DQG ZH GRQ
W ZDQW

WR EH GHSHQGHQW XSRQ DQ\RQH HOVH IRU RXU UHVRXUFHV� :H ZDQW WR EH DQ LQGHSHQGHQW

FRXQW\ RI HYHU\RQH HOVH� &LQG\ 6KRUW� ��

5HVSRQVH WR &RPPHQWV %� DQG %�� 2QH RI WKH SRWHQWLDO EHQHILWV RI WKLV (,6 LV WR

KHOS HYHU\RQH LQ WKH XSSHU 'XFN 5LYHU ZDWHUVKHG UHDOL]H WKDW JRRG SODQQLQJ QRZ

FDQ PDNH D ORQJ�WHUP GLIIHUHQFH LQ WKH DYDLODELOLW\ RI ZDWHU IRU HYHU\RQH�

%�� 5HWDLQ SXEOLF ODQG IRU SXEOLF XVH� 1R QHZ GHYHORSPHQW RQ SXEOLF ODQG� 3HUPDQHQWO\

WXUQ RYHU 'XFN 5LYHU 'DP SURSHUW\ WR 7:5$� 1DQF\ /� 3HQURG� ��E

5HVSRQVH WR &RPPHQW %�� &RPPHQW QRWHG� 8VHV RI WKH &ROXPELD 3URMHFW ODQGV

ZHUH HYDOXDWHG LQ WKH /DQG 8VH (,6�

%�� , IHHO WKDW WKH RSWLRQV SUHVHQWHG DUH YLDEOH� KRZHYHU� , EHOLHYH WKDW WKH JHQWOHPHQ IURP

WKH &RXQW\ &RPPLVVLRQ WKDW WDONHG DERXW ZH QHHG WR WDNH FDUH RI WKLV ORFDOO\ ZDV YHU\

FRUUHFW DQG WKDW ZH QHHG WR KDQGOH RXU RZQ ZDWHU LVVXHV DQG QRW EH DV GHSHQGHQW RQ

RWKHU FRXQWLHV DQG RWKHU DUHDV WR SURYLGH RXU ZDWHU� 7KLV LV D ORFDO LVVXH� 6KDURQ

9DXJKQ� ��E

%�� 8OWLPDWHO\� WKH GHFLVLRQ WR PDNH D SURSRVDO WR UHSODFH WKH ZDWHU WKDW ZRXOG KDYH EHHQ

SURYLGHG E\ WKH &ROXPELD GDP DQG WR RIIHU LW IRU IHGHUDO DQG VWDWH SHUPLWV UHVLGHV

ZLWK WKH FRPPXQLW\� 7KH 79$ KDV DFWHG UHVSRQVLEO\ DQG SUXGHQWO\ WR DLG WKH

FRPPXQLW\ WR PDNH WKH QHFHVVDU\ GHFLVLRQV� :H FRPPHQG \RXU OHDGHUVKLS DQG RIIHU

RXU DVVLVWDQFH IRU D ILQDO UHVROXWLRQ� -XVWLQ 3� :LOVRQ� 'HSXW\ WR WKH *RYHUQRU���O

%��� , ZRXOG OLNH WR VD\ WKLV LV D ORFDO LVVXH DQG LW VKRXOG EH VROYHG E\ WKH ORFDO SHRSOH� :H

GRQ
W QHHG HQYLURQPHQWDO JURXSV IURP &DOLIRUQLD �ZHVWHUQ VWDWHV�� ZH GRQ
W QHHG

HQYLURQPHQWDO RUJDQL]DWLRQV LQ WKH VRXWKHDVW WR KHOS VROYH RXU SUREOHPV� DQG ZH

GHILQLWHO\ GRQ
W QHHG DQRWKHU DWWRUQH\ IURP 0XUIUHHVERUR WR WU\ WR VROYH RXU SUREOHP�

:H NQRZ ZKDW KDSSHQHG ODVW WLPH WKHUH � � >ZRUGV ORVW RQ WDSH@ � � EHVLGHV KLP JHWWLQJ

ULFK� , WKLQN DQ\RQH KHUH WRQLJKW QHHGV WR VSHDN� VWDWH ZKR WKH\ DUH� ZKHUH WKH\ OLYH�

DQG LI WKH\ UHSUHVHQW DQ\ RUJDQL]DWLRQV� :D\QH 5RPHVEHUJ� ��D

5HVSRQVH WR &RPPHQWV %� � %��� 79$ FRQFXUV WKDW DGGUHVVLQJ WKH IXWXUH ZDWHU

QHHGV RI WKH &ROXPELD DUHD LV D ORFDO LVVXH� $V VWDWHG LQ WKH (,6� 79$ KDV SUHSDUHG

WKLV HYDOXDWLRQ RI WKH QHHG IRU ZDWHU DQG WKH FRPSDULVRQ RI VHYHUDO SRVVLEOH ZD\V WR

PHHW WKH LGHQWLILHG QHHG WR KHOS ORFDO DJHQFLHV DQG WKH SXEOLF XQGHUVWDQG WKH

FKRLFHV WKDW DUH DYDLODEOH�

%��� /RFDO JRYHUQPHQWV� ZLWKLQ WKH DVVLVWDQFH RI WKH 'XFN 5LYHU $JHQF\ QHHG WR VHW XS D

FRPPLVVLRQ RI DIIHFWHG FRXQWLHV WR SODQ DQG IRUPXODWH D VHW RI DFWLRQ VWHSV WR DGGUHVV

WKH ZDWHU VXSSO\ LVVXH IRU WKLV UHJLRQ� &KDUOHV 6DQGHUV� ��D
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5HVSRQVH WR &RPPHQW %��� 7KLV LV RQH RI VHYHUDO ZD\V GHFLVLRQV FRXOG EH PDGH

ZLWK UHJDUG WR PHHWLQJ WKH IXWXUH ZDWHU QHHGV RI WKH DUHD�

%��� 1RZ� LI D PDMRU ZDVWHZDWHU WUHDWPHQW SODQW DQG DVVRFLDWHG LQIUDVWUXFWXUH LV EXLOW IRU

RXU 6WDWH 3DUN DQG DUHDV DURXQG WKH ODNH� DV D WUDGH RII� WKH LVVXH RI ZDWHU TXDOLW\ RQ

7LPV )RUG 5HVHUYRLU FDQ FKDQJH� 0RVW LPSRUWDQWO\� ZH QHHG WR FKDQJH WKH ZD\ ZH GR

EXVLQHVV DURXQG KHUH� <HVWHUGD\� ZH ZRUNHG RQ 7LPV )RUG 5HVHUYRLU SODQQLQJ� WRGD\

LW
V WKH 8SSHU 'XFN 5LYHU %DVLQ SODQQLQJ� :RXOGQ
W LW EH DGYLVDEOH WR GR

FRPSUHKHQVLYH UHJLRQDO SODQQLQJ" 79$ LV GRLQJ PRVW RI WKLV DW RXU H[SHQVH� ,W

DSSHDUV ZH DUH WDNHUV RI ZKDWHYHU ZH DUH WROG ZH FDQ GR� )UDQNOLQ DQG 0RRUH

&RXQWLHV FDQ RQO\ GHYHORS VPDOO SDUFHOV LQ D VPDOO ZD\��\HW� RXU QHLJKERUV LQ 0DXU\�

%HGIRUG� 0DUVKDOO� DQG :LOOLDPVRQ FRXQWLHV JHW ZKDWHYHU WKH\ QHHG DW VRPHRQH HOVH
V

H[SHQVH� LQFOXGLQJ RXU ZDWHU� , WDNH LVVXH ZLWK WKLV DSSURDFK DQG UHTXHVW WKDW 79$

HLWKHU OHDYH XV DORQH� RU KHOS XV KHOS RWKHUV E\ JLYLQJ XV VRPH WRROV WR SURWHFW RXU

SUHFLRXV UHVRXUFHV DQG WKXV KDYH WKHP DYDLODEOH IRU DOO WR XVH QRW MXVW �� \HDUV IURP

QRZ� EXW IRU DOO WLPH EH\RQG ����� )� 0RQWJRPHU\ $GDPV� -U�� )UDQNOLQ &RXQW\

([HFXWLYH� ��I

5HVSRQVH WR &RPPHQW %��� :KLOH HYHU\RQH PLJKW QRW WKLQN VR DW DQ\ JLYHQ WLPH�

79$ DOZD\V DWWHPSWV WR DFW UHVSRQVLEO\ ZLWK UHJDUG WR WKH ZLVH XVH DQG FRQVHUYDWLRQ

RI WKH QDWXUDO UHVRXUFHV LQ WKH HQWLUH 7HQQHVVHH 5LYHU ZDWHUVKHG� $FWLQJ

UHVSRQVLEO\ DOVR GRHV QRW DOZD\V PHDQ WKDW 79$ FDQ RU VKRXOG DVVLVW HYHU\RQH LQ

GRLQJ ZKDW WKH\ ZDQW� MXVW EHFDXVH WKH\ ZDQW LW�

%��� :KLOH XQUHODWHG WR WKH HQYLURQPHQWDO LPSDFW LVVXH� WKH ILQDQFLQJ RI D IXWXUH ZDWHU

VXSSO\ LV D PDMRU FRQVLGHUDWLRQ� 7KH �� SHU WKRXVDQG JDOORQV 79$ KDV FROOHFWHG IURP

WKH &ROXPELD DUHD VKRXOG EH IRUIHLWHG VLQFH WKH\ IDLOHG WR FRPSOHWH WKHLU FRQWUDFW DV

VFKHGXOHG ZKHQ DSSURSULDWLRQV E\ &RQJUHVV ZHUH DSSURYHG� 'RXJODV .� 0LWFKHQHU�

��K

%��� $OWKRXJK LW LV QRW D VSHFLILF SDUW RI WKLV DQDO\VLV� ZH FRPPHQGHG 79$ IRU PHHWLQJ

DQRWKHU VWDWH FULWHULD WR UHVROYH LWV REOLJDWLRQV IRU ZDWHU� 7KH VHWWLQJ DVLGH RI ORFDOO\

GHULYHG WUXVW IXQGV IRU UHJLRQDO ZDWHU VXSSO\ SURMHFWV UHSUHVHQWV VRXQG MXGJPHQW DQG

QHFHVVDU\ IDLUQHVV� 7KHVH IXQGV FDQ SOD\ D VLJQLILFDQW UROH LQ WKH IXQGLQJ RI DQ

DOWHUQDWLYH DGGUHVVHG LQ WKH (,6� -XVWLQ 3� :LOVRQ� 'HSXW\ WR WKH *RYHUQRU���N

%��� 7KH �� SHU WKRXVDQG VKRXOG FRQWLQXH WR EH FROOHFWHG IURP DOO XVHUV RI 'XFN 5LYHU

ZDWHU� 5HYHQXH FROOHFWHG IURP 6KHOE\YLOOH DQG XSVWUHDP ZRXOG EH XVHG IRU WKH

PDLQWHQDQFH RI WKH 1RUPDQG\ /DNH DQG ULYHU V\VWHP ZDWHU TXDOLW\ GRZQ WR WKH

/HZLVEXUJ LQWDNH� 5HYHQXH IURP &ROXPELD� /HZLVEXUJ DQG 6SULQJ +LOO �LI WKH\ EXLOG

WKHLU RZQ ZDWHU LQWDNH� ZRXOG EH DGGHG WR IXQGV DOUHDG\ FROOHFWHG� 7KXV DQ DFFRXQW

IRU IXWXUH FRQVWUXFWLRQ RI WKH :LOOLDPVSRUW :DWHU LQWDNH ZRXOG EH HVWDEOLVKHG� IXQGV

ZRXOG EH FRQWUROOHG �DQG DXGLWHG� E\ D UHSUHVHQWDWLYH�V� RI HDFK FRQWULEXWLQJ V\VWHP�

'RXJODV .� 0LWFKHQHU� ��L

5HVSRQVH WR &RPPHQWV %�� � ��� $V LQGLFDWHG LQ WKH /DQG 8VH (,6� WKH �� SHU

WKRXVDQG JDOORQV VXUFKDUJH ZDV FROOHFWHG E\ WKH 'XFN 5LYHU $JHQF\� QRW 79$� DQG

SODFHG LQ D WUXVW IXQG WR PHHW WKH ORFDO ILQDQFLDO FRQWULEXWLRQ WR FRPSOHWLRQ RI

1RUPDQG\ DQG &ROXPELD UHVHUYRLUV� FRPSRQHQWV RI WKH 'XFN 5LYHU 3URMHFW� 6XEMHFW

WR FHUWDLQ FRQGLWLRQV� 79$ KDV DJUHHG WR WUDQVIHU WKH PRQH\ LQ WKH WUXVW IXQG WR KHOS

UHVSRQG WR WKH ZDWHU VXSSO\ QHHGV LQ WKH &ROXPELD DUHD� )XWXUH FROOHFWLRQ DQG XVH

RI WKLV W\SH RI VXUFKDUJH VKRXOG EH GHWHUPLQHG E\ SHRSOH LQ WKH DIIHFWHG DUHD�



$SSHQGL[ '
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%��� :H LQ 7HQQHVVHH GHVHUYH EHWWHU DQG GHPDQG PRUH MXGLFLRXV WUHDWPHQW RI RXU OLIH�

JLYLQJ ULYHUV� 7KHUH LV IDU PRUH YDOXH WR D ULYHU WKDQ VLPSO\ LWV VXSSO\ RI ZDWHU IRU

KXPDQ FRQVXPSWLRQ� ,W VHHPV WKDW 79$ VKRXOG KDYH OHDUQHG WKLV OHVVRQ IURP LWV ORVV

RI SUHVWLJH GXH WR WKH KLJKO\ XQSRSXODU 7HOOLFR 'DP� ZKLFK GHVWUR\HG RQH RI WKH PRVW

EHDXWLIXO ULYHUV LQ WKH 1DWLRQ� DQG IURP LWV H[SHULHQFH LQ WKH DEDQGRQHG &ROXPELD 'DP

ILDVFR� )OR\G DQG /LQGD $\HUV� ��G

5HVSRQVH WR &RPPHQW %��� 79$ DJUHHV WKDW WKH ZDWHUV RI WKH 7HQQHVVHH 9DOOH\

KDYH PDQ\ EHQHILFLDO XVHV� 'RPHVWLF ZDWHU VXSSO\� UHFUHDWLRQ� DQG ILVK DQG DTXDWLF

OLIH XVHV DUH DOO YHU\ LPSRUWDQW� 2QH RI WKH SXUSRVHV RI WKLV (,6 LV WR H[DPLQH WKH

SRWHQWLDO LPSDFWV RI HDFK RI WKH IRXU DFWLRQ DOWHUQDWLYHV RQ H[LVWLQJ DQG SRWHQWLDO

XVHV RI WKH VWUHDPV DQG UHVHUYRLUV�

%��� /HW PH VD\ D IHZ ZRUGV DERXW WKH 'XFN 5LYHU 'HYHORSPHQW $JHQF\� <RX KDYH

FKDQJHG \RXU QDPH VR PDQ\ WLPHV� \RX KDYH FKDQJHG \RXU PLVVLRQ VWDWHPHQW� , GRQ
W

HYHQ WKLQN \RX UHFRJQL]H \RXUVHOI ZKHQ \RX ORRN LQ WKH PLUURU� , GRQ
W� :KDW KDYH \RX

GRQH IRU 0DXU\ &RXQW\� 1DPH RQH WKLQJ� , GRQ
W WKLQN \RX FDQ� 0DXU\ &RXQW\ KDV

FRQWULEXWHG RYHU KDOI RI WKDW QLFNHO RQ D WKRXVDQG JDOORQV� :KDW KDYH \RX GRQH IRU

0DXU\ &RXQW\" :HQW WR +LFNPDQ &RXQW\ DQG EXLOW WKHP D ZDWHU SDUN RU VRPHWKLQJ

OLNH WKDW IRU DERXW ���.� <RX GLGQ
W HYHQ GR WKDW IRU 0DXU\ &RXQW\� :K\ 0DXU\

&RXQW\ ZRXOG HYHQ JLYH \RX RXU VXSSRUW LV EH\RQG PH� 7KH 'XFN 5LYHU 'HYHORSPHQW

$JHQF\ ZDV FUHDWHG IRU RQH UHDVRQ� PD\EH WZR� 7KH\ JDYH RQH PDQ D MRE IRU WKH UHVW

RI KLV OLIH WKDW QRERG\ HOVH FRXOG KROG DV ORQJ DV KH ZDV DOLYH� DQG \RX KDYH EHHQ

VRSSLQJ XS WKDW QLFNHO RQ D WKRXVDQG JDOORQV VLQFH ���� DQG \RX VWLOO DUH� 7KLUW\ ILYH

\HDUV GRZQ WKH URDG� KDYH \RX DFFRPSOLVKHG DQ\WKLQJ" 'R \RX WKLQN LQ DQRWKHU ��

\HDUV \RX ZLOO KDYH DFFRPSOLVKHG DQ\WKLQJ" <RX KDYHQ
W GRQH D WKLQJ� QRW D WKLQJ�

0U� 0XUGRFN� , WROG \RX RQFH� , ZLOO WHOO \RX DJDLQ� <RX JRW D ORXV\ MRE� <RX
UH JRLQJ WR

WU\ WR VWUDLJKWHQ XS VRPHWKLQJ VRPHERG\ KDV PDGH VR FURRNHG� EOHVV \RXU KHDUW� *R

EDFN WR )ORULGD� &DURO\Q 'HUU\EHUU\� ��E

5HVSRQVH WR FRPPHQW %��� &RPPHQW QRWHG� 79$ DQG '5'$ UHFRJQL]H WKH VWURQJ

IHHOLQJV VRPH KDYH DERXW WKH &ROXPELD 5HVHUYRLU 3URMHFW DQG WKH DJHQFLHV LQYROYHG

LQ LW�

%��� 7KH RQO\ WKLQJ ZH DUH JXDUDQWHHG E\ WKH 'XFN 5LYHU 'HYHORSPHQW $JHQF\ LV WKDW ZH

SD\ D QLFNHO RQ WKH WKRXVDQG JDOORQ EXW� LQ WKH '5$
V OHJDO UHVSRQVH WR 79$

FRQWUDFWXDO DXGLW 0DUFK ��� ����� SDJH ��� WKH QLFNHO SHU WKRXVDQG JDOORQ KDV QRW

SDLG IRU ZDWHU WDNHQ IURP WKH UHVHUYRLU EXW IURP WKH 'XFN 5LYHU� $JDLQ� LW LV QRW

SD\PHQW IRU ZDWHU� LW LV D SD\PHQW IRU D SURPLVH EXW XQGHOLYHUHG � D WZR�GDP UHVHUYRLU

SURMHFW� 7KDW ZDV VWDWHG LQ WKDW DXGLW� ,Q WKH FRQWUDFW EHWZHHQ 79$ DQG WKH 8SSHU

'XFN 5LYHU 'HYHORSPHQW $JHQF\ GDWHG -XO\ �� ����� SDJH ������ LQ WKH FRQWUDFW

EHWZHHQ WKH 8SSHU 'XFN 5LYHU 'HYHORSPHQW $JHQF\ DQG WKH ILYH SXEOLF ZDWHU XWLOLWLHV�

LQFOXGLQJ WKH &LW\ RI &ROXPELD� SDJH � DQG �� LW ILUVW VWDWHV WKH\ JXDUDQWHH VR PDQ\

PLOOLRQ JDOORQV WR DOO RI WKHP� DQG RQ WKH QH[W SDJH LW VD\V QHLWKHU WKH 79$ QRU $JHQF\

JXDUDQWHHV WKH DYDLODELOLW\ RI WKH IRUHJRLQJ DPRXQWV RI ZDWHU� 7KH RQO\ WKLQJ WKDW ZDV

JXDUDQWHHG ZDV WKDW QLFNHO RQ WKH WKRXVDQG JDOORQ DQG WKHVH FRQWUDFWV� (YHU\ERG\ LQ

0DXU\ &RXQW\ DQG 0DUVKDOO DQG DOO RI WKHP QHHG WR DVN IRU WKHVH FRQWUDFWV DQG UHDG

WKHP� <RX
G EH VXUSULVHG ZKDW \RX OHDUQ� :LOOLDP 'HUU\EHUU\� ��I

5HVSRQVH WR &RPPHQW %��� &RPPHQWV QRWHG�



8SSHU 'XFN 5LYHU :DWHU 6XSSO\ $QDO\VLV DQG )LQDO 3URJUDPPDWLF (,6
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%��� 1RZ , KDYH D UXOLQJ RQ D 8�6� 6XSUHPH &RXUW FDVH� 6RPH UDQFKHUV LQ QRUWKHUQ

&DOLIRUQLD DQG VRXWKHUQ 2UHJRQ DVNHG WKH (3$ IRU ZDWHU IURP UHVHUYRLUV LQ WKDW DUHD

>EXW@ WKH\ WXUQHG WKHP GRZQ� VR WKH\ FDUULHG LW WR WKH 8QLWHG 6WDWHV 6XSUHPH &RXUW�

7KH UXOLQJ ZDV LQ IDYRU RI WKH UDQFKHUV DQG DJDLQVW WKH HQYLURQPHQWDOLVWV� 7KLV UXOLQJ

LV QXPEHU ����� 6XSUHPH &RXUW RI WKH 8QLWHG 6WDWHV $UJXHG 1RYHPEHU ��� �����

'HFLGHG 0DUFK RI ����� , ZLVK \RX ZRXOG JHW D FRS\ RI WKDW� ORRN DW LW� DQG VHH LI ZH

ILOH D ODZVXLW WR JHW ULG RI WKH 3HDUO\ 0XVVHO� � � � � :H QHHG WR VHQG WKH (3$ D ODZVXLW

DERXW WKH 3HDUO\ 0XVVHO RU DQ\ RWKHU WKLQJ LQ WKH ZD\ DQG JHW WKH &RUSV RI (QJLQHHUV

WR EXLOG D GDP IRU XV RU KHOS JHW XV RQH EXLOW EHFDXVH LW ORRNV OLNH 79$ GRQ
W ZDQW WR DW

DOO� *OHQQ 6WHYHQVRQ� ��G

5HVSRQVH WR &RPPHQW %��� &RPPHQW QRWHG�
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	��������������

&�� $ YDULHW\ RI XQUHVROYHG LVVXHV DQG XQPHW REOLJDWLRQV UHPDLQHG DIWHU WKH FORVXUH RI WKH

&ROXPELD 'DP SURMHFW� )LUVW DQG IRUHPRVW RI WKHVH LV WKH QHHG WR UHVROYH WKH ORQJ�WHUP

ZDWHU VXSSO\ QHHGV RI WKH 8SSHU 'XFN 5LYHU %DVLQ� ,Q *RYHUQRU 'RQ 6XQGTXLVW
V

YLHZ� FOHDQ DQG GHSHQGDEOH ZDWHU IRU WKH &ROXPELD UHJLRQ LV DV IXQGDPHQWDO

WR WKH HFRQRPLF JURZWK RI WKH UHJLRQ DV LV GHSHQGDEOH� ORZ�FRVW HOHFWULFLW\�

7KLV LV WKH 6WDWH
V RYHUULGLQJ FRQFHUQ� -XVWLQ 3� :LOVRQ� 'HSXW\ WR WKH
*RYHUQRU���D

5HVSRQVH WR &RPPHQW &�� 79$ DJUHHV WKDW FOHDQ� GHSHQGDEOH ZDWHU VXSSOLHV DUH

QHHGHG LQ WKH XSSHU 'XFN 5LYHU UHJLRQ� (DFK RI WKH DFWLRQ DOWHUQDWLYHV GLVFXVVHG LQ

WKH (,6 LV FDSDEOH RI PHHWLQJ WKH SURMHFWHG ZDWHU VXSSO\ QHHG WKURXJK WKH \HDU ����

RU ����� 7KH UHVLGHQWV RI WKH DUHD FDQ EH FRQILGHQW WKDW WKHLU ORQJ�WHUP ZDWHU QHHGV

ZRXOG EH PHW E\ RQH RU PRUH RI WKHVH DOWHUQDWLYHV�

&�� 7KH VROXWLRQ WR WKH SURMHFWHG SUREOHP�V� LQ WKH 'XFN 5LYHU ZDWHUVKHG VKRXOG EH VROYHG

LQ WKH 'XFN 5LYHU ZDWHUVKHG� 2QO\ DV D ODVW UHVRUW VKRXOG WKH RWKHU ZDWHUVKHGV

DGMDFHQW WR LW EH DVNHG WR VKDUH WKHLU GZLQGOLQJ UHVRXUFHV� 7KLV LV QRW D VHOILVK

FRPPHQW� EXW D PDWWHU RI SRVVLEOH IXWXUH VXUYLYDO� 7KH PLJKW\ &RORUDGR 5LYHU ZDV

RQFH WKRXJKW LQH[KDXVWLEOH� 7KHUH KDYH EHHQ VR PDQ\ GLYHUVLRQV IRU VR PDQ\

UHDVRQV� WKDW LW LV RQO\ D VPDOO SDUW RI ZKDW LW RQFH ZDV� :H FDQªW OHW WKDW KDSSHQ KHUH�

-HUU\ &� /DVKOHH� ��I

5HVSRQVH WR &RPPHQW &�� &RPPHQW QRWHG�

&�� 1RZ DLU LV RXU QXPEHU RQH PRVW YDOXDEOH WKLQJ DQG ZDWHU LV QH[W� VHFRQG� :H FDQ
W

GR ZLWKRXW HLWKHU RQH RI WKHP WRR ORQJ� VR IRU WKH EHQHILW RI WKH IXWXUH� 79$ SDLG PH IRU

D ��� DFUHV MXVW DERYH WKH GDP QRW WRR IDU� ,
G UDWKHU VHH LW FRYHUHG ZLWK ZDWHU WKDQ WR

JLYH LW EDFN WR PH RU VHOO LW EDFN WR PH� :DWHU LV JRLQJ WR EH D SUREOHP DOO RYHU WKH

ZRUOG DW D FHUWDLQ WLPH� $WODQWD LV KXQWLQJ ZDWHU� 'DOODV LV KXQWLQJ ZDWHU� � � � ZH GRQ
W

NQRZ ZKDW \HDU LW LV FRPLQJ� ,W PD\ EH WZR \HDUV RU WZHQW\ \HDUV EXW LW
V FRPLQJ�

*OHQQ 6WHYHQVRQ� ��H

5HVSRQVH WR &RPPHQW &�� &RPPHQW QRWHG� 79$� LQ FRRSHUDWLRQ ZLWK ORFDO ZDWHU

V\VWHPV� KDV EHHQ DEOH WR HVWLPDWH ZKHQ DGGLWLRQDO ZDWHU ZRXOG EH QHHGHG LQ WKH

'XFN 5LYHU DW &ROXPELD� $V LQGLFDWHG LQ 6HFWLRQ ���� GXULQJ GURXJKW FRQGLWLRQV

EHWZHHQ WKH \HDUV ���� DQG ����� WKH ZDWHU GHPDQG DW &ROXPELD ZRXOG H[FHHG WKH

DPRXQW RI ZDWHU DYDLODEOH LQ WKH 'XFN 5LYHU�

&�� 2QH RI WKH ELJJHVW FRQFHUQV WKDW ZH KDYH LQ 0DUVKDOO &RXQW\ LV ZDWHU� :KHQ ZH

DSSO\ IRU FRPPXQLW\ GHYHORSPHQW EORFN JUDQWV� RQH RI WKH FULWHULD IRU JHWWLQJ WKH JUDQW

LV WR WHVW WKH ZHOOV RI WKH SRWHQWLDO FXVWRPHUV� ,Q DOPRVW DOO FDVHV WKHVH UHSRUWV FRPH

EDFN ZLWK D SRVLWLYH FRQWDPLQDWLRQ UHSRUW� ,W LV LQ WKH EHVW LQWHUHVW RI 0DUVKDOO &RXQW\

WR ILQG D QHZ VRXUFH RI ZDWHU RWKHU WKDQ WKH 'XFN 5LYHU� 7HUU\ :DOODFH� 0DUVKDOO

&RXQW\ ([HFXWLYH� ��F

5HVSRQVH WR &RPPHQW &�� 0LFURELDO FRQWDPLQDWLRQ RI JURXQGZDWHU LV YHU\

FRPPRQ LQ PDQ\ SDUWV RI WKH XSSHU 'XFN 5LYHU ZDWHUVKHG� 7KH VKDOORZ VRLO

XQGHUODLQ E\ OLPHVWRQH URFN SURYLGHV PDQ\ RSSRUWXQLWLHV IRU FRQWDPLQDWLRQ IURP

DQLPDO DQG KXPDQ ZDVWH WR SHUFRODWH GRZQ LQWR WKH JURXQGZDWHU� 7KLV DOVR LV WKH

UHDVRQ ZK\ SXEOLF ZDWHU V\VWHPV ZLWK HIIHFWLYH ZDWHU WUHDWPHQW FDSDELOLWLHV DUH VR

LPSRUWDQW WR WKH UHJLRQ� 6HFWLRQ ��� LQGLFDWHV WKDW WKH IXWXUH ZDWHU GHPDQG LQ WKH

0DUVKDOO &RXQW\ :DWHU 6HUYLFH $UHD FDQ EH PHW E\ WKH 'XFN 5LYHU�



8SSHU 'XFN 5LYHU :DWHU 6XSSO\ $QDO\VLV DQG )LQDO 3URJUDPPDWLF (,6
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&�� 0RUH HPSKDVLV PXVW EH SODFHG RQ IXWXUH ZDWHU QHHGV WKURXJKRXW WKH EDVLQ�

1RUPDQG\ 5HVHUYRLU LV DOUHDG\ QRW PHHWLQJ WKH VWDWHG REMHFWLYHV� 7KH UHOHDVH IURP WKH

GDP LV DOUHDG\ FXUWDLOHG HDFK \HDU WKURXJK WKH ZLQWHU WR DOORZ WKH UHVHUYRLU WR EH ILOOHG

E\ WKH OLPLWHG UDLQIDOO WKDW RFFXUV LQ WKH EDVLQ� (YHQ DW WKLV UHGXFHG UHOHDVH� WKH

UHVHUYRLU KDV QRW UHDFKHG IXOO SRRO E\ WKH WDUJHW GDWH LQ VRPH \HDUV� )RUWXQDWHO\�

WLPHO\ VXPPHU UDLQIDOO HYHQWV KDYH DOORZHG WKH UHVHUYRLU WR EH ILOOHG WR IXOO SRRO RU

KLJKHU� 7R GDWH� WKH DUHD KDV MXVW SODLQ EHHQ OXFN\� 5DQGDO -� %UDNHU� ��D

5HVSRQVH WR &RPPHQW &�� 79$ DJUHHV WKDW PRUH HPSKDVLV LV QHHGHG RQ ZDWHU

LVVXHV LQ WKH XSSHU 'XFN 5LYHU ZDWHUVKHG� 79$ DOVR EHOLHYHV WKDW 1RUPDQG\

5HVHUYRLU KDV PHW� DQG LV FRQWLQXLQJ WR PHHW� LWV SURMHFW REMHFWLYHV� :KHQ

1RUPDQG\ UHVHUYRLU ZDV SODQQHG� 79$ UHFRJQL]HG WKDW WKH UHFUHDWLRQ SRRO HOHYDWLRQ

RI EHWZHHQ ��� IHHW WR ��� IHHW FRXOG EH PDLQWDLQHG RQO\ �� SHUFHQW RI WKH WLPH�

79$ LPSOHPHQWHG ZDWHU FRQVHUYDWLRQ RSHUDWLRQ PHDVXUHV GXULQJ WKH GURXJKW RI

��������� DQG GXULQJ WKH GURXJKW RI ��������� WR NHHS WKH UHVHUYRLU SRRO HOHYDWLRQ

DV QHDU QRUPDO DV SRVVLEOH ZKLOH PHHWLQJ WKH LQWHQW RI WKH GRZQVWUHDP ZDWHU TXDOLW\

DQG ZDWHU VXSSO\ PLQLPXP IORZ REMHFWLYHV� 7KHVH RSHUDWLRQV WR FRQVHUYH ZDWHU

KDYH EHHQ FRQWLQXHG WR GDWH WR EHQHILW WKH ZDWHU VXSSO\ RI WKH 'XFN 5LYHU 8WLOLW\

&RPPLVVLRQ� 79$ KDV HIIHFWLYHO\ XVHG WKH ZDWHU IURP VXPPHU UDLQIDOO HYHQWV WR

KHOS PDLQWDLQ ODNH OHYHOV DV KLJK DV SUDFWLFDO GXULQJ UHFHQW GU\ VXPPHU PRQWKV�

&�� >,@I \RX XVH $� %� RU & RU ZKDWHYHU GRZQ KHUH� /HZLVEXUJ DQG 6KHOE\YLOOH KDVQ
W JRW

DQ\ JXDUDQWHH WKDW WKH\
UH JRLQJ WR KDYH VXIILFLHQW ZDWHU LQ WKH IXWXUH� ,I \RX SXW WKH

SLSHOLQH LQ� 6KHOE\YLOOH JHWV WKH EHQHILW RI WKH ZDWHU� /HZLVEXUJ JHWV WKH EHQHILW RI WKH

ZDWHU� ZH JHW WKH EHQHILW RI WKH ZDWHU� ,W FRPHV GRZQVWUHDP DQG RXU FRVW DQG

HQYLURQPHQWDO LPSDFW RQ WKH SLSHOLQH LV QHJOLJLEOH � � � DV LW KDV DOUHDG\ EHHQ WROG KHUH

WRQLJKW� 6R , GRQ
W UHDOO\ VHH ZK\ LW LV UHDOO\ VXFK D FRPSOLFDWHG PDWWHU WR VROYH RXU

ZDWHU SUREOHPV� DQG ZH DUH WDONLQJ DERXW ����� WKDW
V �� \HDUV RII� 6R , EHOLHYH WKH

ILJXUH RQ WKDW ZDV ���0 DQG ,
P VXUH D IHOORZ FRXOG UXQ D ���LQFK SLSHOLQH IRU ���0

DQG SXW D FRXSOH RI SXPSLQJ VWDWLRQV RQ LW� <RX
UH DPRXQW RI SHRSOH WR RSHUDWH LW DQG

VHH DIWHU LW DQG ZKDWQRW� (G -DFREV� ��F

5HVSRQVH WR &RPPHQW &�� &RPPHQW QRWHG�

&�� ,W LV FOHDU WR WKH '5$ %RDUG RI 'LUHFWRUV DQG WR WKH PDQDJHUV RI WKH UHJLRQV ZDWHU

V\VWHPV� ZKR VHUYH RQ RXU 7HFKQLFDO $GYLVRU\ &RPPLWWHH DQG ZRUN HDFK GD\ WR

UHPRYH WKH SROOXWDQWV IURP RXU GULQNLQJ ZDWHU� WKDW ZH DUH QRW VHSDUDEOH IURP RXU

HQYLURQPHQW� ,I ZH DUH WR FRQWLQXH WR HQMR\ WKH TXDOLW\ RI OLIH WKDW LV 0LGGOH 7HQQHVVHH�

ZH PXVW WDNH VWHSV WR HQVXUH WKDW WKHUH LV DEXQGDQW FOHDQ ZDWHU IRU DOO HOHPHQWV RI WKH

HQYLURQPHQW� :LWK HDFK GD\ WKDW ZH GHOD\� DGGLWLRQDO VWUHVV LV SODFHG RQ WKH

HQYLURQPHQW DQG VROXWLRQV EHFRPH PRUH FRVWO\� /LQGD 1DQQLH� &KDLUPDQ� 'XFN

5LYHU $JHQF\� ��G DQG ��G

5HVSRQVH WR &RPPHQW &�� 79$ DSSUHFLDWHV WKH HIIRUWV RI WKH ZDWHU VXSSO\ V\VWHPV

LQ WKH XSSHU 'XFN 5LYHU ZDWHUVKHG WR SURGXFH VDIH GULQNLQJ ZDWHU� 7KH SXUSRVH RI

WKH (,6 LV WR KHOS JXLGH IXWXUH FRRUGLQDWHG HIIRUWV RI WKHVH V\VWHPV WR HQVXUH WKDW

WKHUH ZLOO EH VDIH� GHSHQGDEOH ZDWHU VXSSOLHV IRU WKH UHJLRQªV JURZLQJ SRSXODWLRQ DQG

HFRQRP\�

&�� 7KLV VLWXDWLRQ ZDV FDOFXODWHG \HDUV DJR E\ WKH 79$ ZKHQ WKH &ROXPELD 'DP ZDV

SURSRVHG DQG PRVWO\ EXLOW� 1RZ WKDW WKH GDP SURMHFW KDV EHHQ FDQFHOHG� WKH FKLFNHQV

KDYH FRPH KRPH WR URRVW� :DWHU� SOHQWLIXO DQG FOHDQ� LV WKH PRVW FRPSHOOLQJ LVVXH ZH

ZLOO DOO IDFH LQ RXU OLIHWLPH� :H KDYH ZDWFKHG DV WKH 8SSHU 'XFN 5LYHU %DVLQ KDV
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HYROYHG LQWR D PDMRU JURZWK DUHD FRPSOHWH ZLWK DOO WKH SUREOHPV WKDW FRPH IURP ODFN RI

VXIILFLHQW SODQQLQJ DQG XQEULGOHG JURZWK� )� 0RQWJRPHU\ $GDPV� -U�� )UDQNOLQ

&RXQW\ ([HFXWLYH� ��D

5HVSRQVH WR &RPPHQW &�� &RPPHQW QRWHG�

&�� $OWKRXJK WKHUH VHHPV WR EH D SHUFHLYHG QHHG E\ VRPH RI WKH ORFDOV �SJ� ��� IRU

DGGLWLRQDO ZDWHU VXSSOLHV LQ WKH ZDWHUVKHG� WKH DFWXDO QHHG VHHPV XQMXVWLILHG DW

WKLV WLPH IRU WKH %HGIRUG DQG 0DUVKDOO &RXQW\ VHUYLFH DUHD WKURXJK ����� EDVHG

RQ WKH QHHGV DQDO\VLV LQ WKH '(,6� +RZHYHU� IRU WKH 0DXU\ DQG VRXWKHUQ

:LOOLDPVRQ &RXQW\ VHUYLFH DUHD� ZDWHU VXSSO\ LV H[SHFWHG WR EHFRPH D JURZLQJ

LVVXH DIWHU ����� 7KH '(,6 LQGLFDWHV �SJ� ��� WKDW E\ ���� WKH XQPHW QHHG

ZRXOG EH � FIV �� PJG�� E\ ���� LW ZRXOG EH �� FIV �� PJG�� DQG E\ ���� LW

ZRXOG EH �� FIV ��� PJG� EH\RQG WKH �� FIV DYDLODEOH IURP WKH 1RUPDQG\

5HVHUYRLU� +RZHYHU� SDJH �� QRWHV WKDW �>W@KHVH DPRXQWV RI ZDWHU ZRXOG EH

QHHGHG RQO\ GXULQJ H[WHQGHG GURXJKW FRQGLWLRQV� ZKHQ GHPDQG ZDV DW LWV

PD[LPXP DQG QHDUO\ DOO RI WKH IORZ LQ WKH ULYHU ZDV VXSSOLHG E\ WKH PLQLPXP

GLVFKDUJH IURP 1RUPDQG\ 'DP�� (3$� ��G

5HVSRQVH WR &RPPHQW &�� 7KH SXUSRVH RI WKH :DWHU 6XSSO\ 1HHGV $QDO\VLV

ZDV WR KHOS ORFDO ZDWHU V\VWHPV DQG UHVLGHQWV LGHQWLI\ ZKHUH DQG ZKHQ

DGGLWLRQDO ZDWHU ZRXOG EH QHHGHG DQG KRZ PXFK ZRXOG EH UHTXLUHG�

&��� (3$ LV QRW FRQYLQFHG WKDW D ZDWHU VXSSO\ DOWHUQDWLYH LV QHHGHG DW WKLV WLPH IRU WKH

DUHD RI FRQFHUQ� SDUWLFXODUO\ WKH %HGIRUG DQG 0DUVKDOO &RXQW\ VHUYLFH DUHDV� ,Q

UHJDUG WR 0DXU\ DQG VRXWKHUQ :LOOLDPVRQ &RXQW\� ZH EHOLHYH WKH GHWHUPLQHG XQPHW

QHHG GXULQJ GURXJKWV VWDUWLQJ LQ ���� WKURXJK ���� �� PJG RU � FIV� FRXOG DQG VKRXOG

EH PHW WKURXJK ZDWHU FRQVHUYDWLRQ� 7KH ���� XQPHW QHHG �� PJG RU �� FIV� FRXOG

DUJXDEO\ DOVR EH PHW WKURXJK FRQVHUYDWLRQ� 7KH XQPHW QHHG IRU ���� ��� PJG RU ��

FIV�� KRZHYHU� LV DSSUR[LPDWHO\ ��� DERYH WKH �� FIV EDVHOLQH 1RUPDQG\ IORZV� DQG

WKHUHIRUH ZRXOG OLNHO\ UHTXLUH DGGLWLRQDO ZDWHU VXSSO\� +RZHYHU� WKDW QHHG LV PDQ\

\HDUV DZD\ DQG ZRXOG RQO\ DSSO\ GXULQJ GURXJKW VLWXDWLRQV� $V VXFK� EDVHG RQ WKH

'(,6� (3$ EHOLHYHV WKH QHHG IRU DGGLWLRQDO ZDWHU VXSSO\ LV XQIRXQGHG IRU WKH %HGIRUG

DQG 0DUVKDOO &RXQWLHV DQG FDQ EH PHW E\ FRQVHUYDWLRQ PHWKRGV IRU VRPH WLPH

�WKURXJK DSSUR[LPDWHO\ ���� RU ����� IRU WKH 0DXU\ DQG VRXWKHUQ :LOOLDPVRQ

&RXQWLHV GXULQJ GURXJKWV� $W WKLV WLPH� WKHUHIRUH� (3$ IDYRUV WKH 1R $FWLRQ $OWHUQDWLYH

�$� IRU WKH QHDU WHUP� :H UHFRJQL]H� KRZHYHU� WKH YDOXH RI HDUO\ SODQQLQJ IRU IXWXUH

QHHGV LQ RUGHU WR GHWHUPLQH DQ DGHTXDWH DQG HQYLURQPHQWDO DSSURDFK WR DGGLWLRQDO

VRXUFH ZDWHU� (3$� ��,

5HVSRQVH WR &RPPHQW &��� 6HFWLRQ ��� RI WKH (,6 LQGLFDWHV WKDW WKH HVWLPDWHG

IXWXUH ZDWHU GHPDQG RI WKH %HGIRUG &RXQW\ DQG 0DUVKDOO &RXQW\ :DWHU 6HUYLFH

$UHDV FDQ EH PHW E\ WKH 'XFN 5LYHU DQG QR DFWLRQ ZRXOG EH UHTXLUHG WR DGGUHVV

ZDWHU QHHGV WKURXJK ���� LQ WKRVH ZDWHU VHUYLFH DUHDV� 7KH HVWLPDWHG IXWXUH ZDWHU

GHPDQG RI WKH 0DXU\�VRXWKHUQ :LOOLDPVRQ &RXQW\ :DWHU 6HUYLFH $UHD ZRXOG EHJLQ

WR H[FHHG WKH DPRXQW RI ZDWHU DYDLODEOH LQ WKH 'XFN 5LYHU DIWHU WKH \HDU �����

7KURXJKRXW WKH 8QLWHG 6WDWHV� ZDWHU FRQVHUYDWLRQ HIIRUWV KDYH EHHQ GRFXPHQWHG WR

DFFRPSOLVK DERXW D �� SHUFHQW VDYLQJV LQ DYHUDJH GDLO\ ZDWHU XVH� ,I WKH

0DXU\�VRXWKHUQ :LOOLDPVRQ &RXQW\ :DWHU 6HUYLFH $UHD ZRXOG LPSOHPHQW D ZDWHU

FRQVHUYDWLRQ SURJUDP DQG DFFRPSOLVK D �� SHUFHQW UHGXFWLRQ LQ WRWDO ZDWHU GHPDQG�

WKH UHVXOW FRXOG EH D ZDWHU VDYLQJV RI � PJG ���� FIV� LQ ����� ��� PJG ���� FIV� LQ

����� DQG ��� PJG ���� FIV� LQ ����� 7KHVH VDYLQJV� ZKLOH VLJQLILFDQW� ZRXOG RQO\

SDUWLDOO\ RIIVHW WKH QHHG IRU DGGLWLRQDO ZDWHU� 7KH DGGLWLRQDO ZDWHU WKDW ZRXOG VWLOO

QHHG WR EH PHW E\ ZRXOG EH ��� FIV LQ ����� ��� FIV LQ ����� DQG ���� FIV LQ �����
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:DWHU FRQVHUYDWLRQ LQ WKH %HGIRUG &RXQW\ DQG 0DUVKDOO &RXQW\ :DWHU 6HUYLFH $UHDV

DOVR FRXOG LQFUHDVH WKH DPRXQW RI ZDWHU DYDLODEOH LQ WKH 'XFN 5LYHU DW &ROXPELD

DQG� LI HIIHFWLYH� FRXOG IXUWKHU GHOD\ WKH QHHG IRU DGGLWLRQDO ZDWHU VRXUFHV� $ ��

SHUFHQW UHGXFWLRQ LQ ZDWHU XVH LQ %HGIRUG DQG 0DUVKDOO FRXQWLHV FRXOG GHIHU WKH

QHHG IRU DGGLWLRQDO ZDWHU LQ WKH 0DXU\�VRXWKHUQ :LOOLDPVRQ &RXQW\ :DWHU 6HUYLFH

DUHD XQWLO DIWHU WKH \HDU ���� DQG� LI WKH FRQVHUYDWLRQ PHDVXUHV FRQWLQXHG WR UHGXFH

WKH GHPDQG E\ �� SHUFHQW� WKH DGGLWLRQDO ZDWHU WKDW ZRXOG EH QHHGHG LQ WKH

&ROXPELD DUHD FRXOG EH UHGXFHG WR ��� FIV LQ ���� DQG ���� FIV LQ WKH \HDU �����

&RQVLGHULQJ KRZ ORQJ LW WDNHV WR GHVLJQ� HQJLQHHU� SHUPLW� DQG FRQVWUXFW PRVW

SRVVLEOH ZDWHU VXSSO\ VROXWLRQV �HVSHFLDOO\ UHVHUYRLUV�� WKLV H[DPLQDWLRQ RI ZDWHU

VXSSO\ QHHGV DQG DOWHUQDWLYHV LV ERWK WLPHO\ DQG DSSURSULDWH�

&��� 6KHOE\YLOOH LV SUHGLFWHG WR H[FHHG WKH ZDWHU VXSSO\ DOORFDWLRQ IRU %HGIRUG &RXQW\ IURP

1RUPDQG\ 5HVHUYRLU VRRQ DIWHU ����� :LOO WKH DUHD EH VWRSSHG IURP ZLWKGUDZLQJ

ZDWHU RU ZLOO WKH /HZLVEXUJ DUHD EH IRUFHG WR PDNH GXH ZLWK D ORZHU IORZ LQ WKH ULYHU"�

5DLVLQJ WKH KHLJKW RI WKH GDP DW 1RUPDQG\ 5HVHUYRLU LV FOHDUO\ WKH EHVW FKRLFH EHFDXVH

LW VROYHV WKHVH H[LVWLQJ SUREOHPV ZLWK WKH UHOHDVHV IURP WKH GDP DQG DOVR VROYHV WKH

VKRUWDJHV DW &ROXPELD� 5DQGDO -� %UDNHU� ��E

&��� 7KH $OWHUQDWLYH '� UDLVLQJ 1RUPDQG\� WKLV PD\ EH VHPL�DFFHSWDEOH EXW LW LV GHILQLWHO\

EHWWHU IRU WKH XSSHU UHDFKHV RI WKH 'XFN 5LYHU WKDQ IRU WKH ORZHU UHJLRQV OLNH 0DUVKDOO�

0XUUD\� +LFNPDQ� +XPSKUH\V� WKDW LQ WKH ORQJ UXQ SUREDEO\ ZLOO QRW KHOS VROYH XV DV

ZHOO DV WKH\ MXVW VDLG� :H VWLOO >ZRXOG@ KDYH WR GR ZDWHU FRQVHUYDWLRQ LQ ����� VR

EDVLFDOO\ WKDW PHDQV RXU FKLOGUHQ ZLOO KDYH WR EH EDFN LQ ���� WR WU\ WR ILQG DQRWKHU

DQVZHU WKDW ZH GLGQ
W VROYH� :D\QH 5RPHVEHUJ� ��G

5HVSRQVH WR &RPPHQWV *�� DQG &��� 7KH SXUSRVH RI WKLV (,6 LV WR HYDOXDWH ZD\V

RI PHHWLQJ WKH QHHG IRU ZDWHU LQ WKH XSSHU 'XFN 5LYHU EDVLQ WKURXJK ����� 7KLV

HYDOXDWLRQ XVHG VWDWH�RI�WKH�DUW SURMHFWLRQV DERXW IXWXUH SRSXODWLRQ JURZWK LQ WKH

DUHD WKDW ZHUH SURYLGHG E\ WKH 8�6� *HRORJLFDO 6XUYH\� /RFDO DQG UHJLRQDO SODQQHUV

ZLOO KDYH WR UHFRJQL]H ZKHQ SRSXODWLRQ JURZWK DQG WKH GHPDQG IRU ZDWHU EHJLQ WR

YDU\ IURP WKHVH SURMHFWLRQV DQG VWDUW SODQQLQJ WR PHHW WKH UHYLVHG IXWXUH QHHGV� %\

����� LW LV TXLWH OLNHO\ WKDW DVVXPSWLRQV PDGH LQ WKLV (,6 FRQFHUQLQJ WKH ZD\V ZDWHU

LV XVHG DQG LWV YDOXH ZLOO KDYH FKDQJHG VXIILFLHQWO\ WR ZDUUDQW UHQHZHG LQWHUHVW LQ

ORQJ�WHUP SODQQLQJ IRU ZDWHU QHHGV LQ WKH DUHD�

&��� 7R WKH SHRSOH KHUH� FRQVLGHU WKH VRXUFH� ,Q ����� ZH KDG WKH VDPH SHRSOH >79$@

WHOOLQJ XV ZH ZHUH IDVW DSSURDFKLQJ D ZDWHU VKRUWDJH� ,Q ����� WKHUH ZDV D OLWWOH ELGG\

EOXH ERRN LQ 0XUUD\ &RXQW\ OLEUDU\ SXEOLVKHG E\ 79$ WKDW VDLG E\ WKH \HDU �����

0XUUD\ &RXQW\ ZRXOG EH XVLQJ �� PLOOLRQ JDOORQV D GD\� :H GRQ
W FRPH DQ\ZKHUH

QHDU WKDW� 7KH\ ZHUH ZURQJ WKHQ� ZKDW
V WR VD\ \RX DUH ULJKW QRZ" &DURO\Q

'HUU\EHUU\� ��D

5HVSRQVH WR &RPPHQW &��� ,Q ����� 0DXU\ &RXQW\ KDG VHYHUDO LQGXVWULHV ZKLFK

XVHG ODUJH DPRXQWV RI ZDWHU WR ZDVK DQG SURFHVV SKRVSKDWH RUH� 7KRVH LQGXVWULHV

KDYH VLQFH FHDVHG RSHUDWLRQV LQ WKH DUHD� FRQVLGHUDEO\ ORZHULQJ WKH LQGXVWULDO ZDWHU

GHPDQG� (YHQ WKRXJK SRSXODWLRQ KDV LQFUHDVHG VXEVWDQWLDOO\� LQGXVWULDO ZDWHU XVH

LQ WKH &ROXPELD DUHD KDV GHFOLQHG IURP DERXW �� PJG LQ ���� WR DERXW �PJG LQ

�����

&��� :H DUH FRQFHUQHG WKDW IXWXUH XVH SURMHFWLRQV ZHUH EDVHG XSRQ WKH DVVXPSWLRQ WKDW

§QR QHZ ODUJH ZDWHU�FRQVXPLQJ LQGXVWULHV ZRXOG ORFDWH LQ DQ\ RI WKH ZDWHU VHUYLFH

DUHDV LQ WKH XSSHU 'XFN 5LYHU EDVLQ�¨ :H IHHO WKDW WKH OHDGHUVKLS RI WKH FLWLHV DQG
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FRXQWULHV RI WKH DUHD VKRXOG KDYH WKH RSSRUWXQLW\ WR EH LQYROYHG LQ WKH DGRSWLRQ RI DQ\

VXFK DVVXPSWLRQ DV LWV XVH PLJKW� XQLQWHQWLRQDOO\� SODFH D §ZDWHU FDS¨ RQ HFRQRPLF

JURZWK LQ WKH UHJLRQ� 7KH ,��� FRUULGRU LV DQ DUHD LQ KHDY\ GHPDQG IRU LQGXVWULDO

GHYHORSPHQW� :KLOH H[WUHPHO\ KHDY\ ZDWHU XVHUV ����� 0*'�� ZRXOG SUREDEO\ QRW

FRQVLGHU WKH DUHD GXH WR LWV EDVLF VFDUFLW\ RI ZDWHU DQG ODFN RI ODUJH UHFHLYLQJ VWUHDPV�

D IHZ QHZ LQGXVWULDO XVHUV LQ WKH ��� 0*' UDQJH FRXOG EH YLWDO WR WKH DUHDªV IXWXUH

HFRQRP\� 0RUH LPSRUWDQWO\� H[LVWLQJ ZDWHU XVLQJ LQGXVWULHV PD\ EH QHJDWLYHO\

LPSDFWHG LQ WKHLU IXWXUH GHFLVLRQV UHJDUGLQJ H[SDQGLQJ LQ SODFH RU KDYLQJ WR UHORFDWH�

:LOWRQ %XUQHWW� -U�� 6SHFLDO 3URMHFWV� 'HSDUWPHQW RI (FRQRPLF DQG &RPPXQLW\
'HYHORSPHQW� ��D

5HVSRQVH WR &RPPHQW &��� $V LQGLFDWHG LQ 6HFWLRQ ���� WKH IXWXUH GHPDQG IRU

ZDWHU LQ WKH XSSHU 'XFN 5LYHU ZDWHUVKHG XVHG LQ WKLV (,6 ZDV GHWHUPLQHG E\ WKH

8�6� *HRORJLFDO 6XUYH\ LQ FRQMXQFWLRQ ZLWK WKH '5'$� 7KH VSHFLILF VHW RI SURMHFWLRQV

XVHG DV ZRUVW FDVH FRQGLWLRQV LQ WKH (,6 LQFOXGH DGGLWLRQDO LQGXVWULDO JURZWK LQ WKH

0DXU\�VRXWKHUQ :LOOLDPVRQ &RXQW\ :DWHU 6HUYLFH $UHD EH\RQG WKH VWHDG\ JURZWK

SURMHFWHG WR RFFXU LQ WKH 0DUVKDOO DQG %HGIRUG &RXQW\ ZDWHU VHUYLFH DUHDV� 7KLV

OLEHUDO JURZWK SURMHFWLRQ IRU WKH 0DXU\�VRXWKHUQ :LOOLDPVRQ &RXQW\ :DWHU 6HUYLFH

$UHD ZRXOG DFFRPPRGDWH D JRRG GHDO RI DGGLWLRQDO LQGXVWULDO ZDWHU XVH EXW GRHV

QRW� DQG FDQQRW� DFFRXQW IRU DQ\ VSHFLILF� ODUJH� VHOI�VHUYHG� ZDWHU�XVLQJ LQGXVWULHV

ZKLFK PLJKW GHFLGH WR ORFDWH LQ WKH ZDWHUVKHG DW VRPH WLPH LQ WKH IXWXUH� $V

LQGLFDWHG LQ WKH FRPPHQW� KRZHYHU� H[WUHPHO\ KHDY\ ZDWHU XVHUV ZRXOG SUREDEO\ QRW

FRQVLGHU ORFDWLQJ RU H[SDQGLQJ LQ WKLV DUHD GXH WR LWV EDVLF VFDUFLW\ RI ZDWHU DQG

ODFN RI VWUHDPV FDSDEOH RI DVVLPLODWLQJ ODUJH YROXPHV RI ZDVWHZDWHU�

&��� 7KH GUDIW (,6 DGGUHVVHV DQWLFLSDWHG ZDWHU GHPDQG ZLWKRXW FRQVLGHULQJ WKH LPSDFWV RI

ORZ IORZ VFHQDULRV � VLPLODU WR WKRVH SUHVHQWO\ EHLQJ H[SHULHQFHG � RQ PDLQWDLQLQJ ULYHU

IXQFWLRQ� 79$
V H[SHULHQFH WKLV VXPPHU LQ PDQDJLQJ WKH ZDWHU VXSSO\ IRU

&KDWWDQRRJD DQG QRUWKHDVW 7HQQHVVHH VSHDNV WR ZKDW KDSSHQV ZKHQ *RG GRHV QRW

SURYLGH HQRXJK UDLQ WR FUHDWH DGHTXDWH UXQRII� 0DUW\ 0DULQD� ([HFXWLYH 'LUHFWRU�

7HQQHVVHH &RQVHUYDWLRQ /HDJXH� ��G

5HVSRQVH WR &RPPHQW &��� 7KH DQDO\VLV RI ZDWHU DYDLODEOH LQ WKH 'XFN 5LYHU IRU

ZDWHU VXSSO\ ZLWKGUDZDO LV EDVHG RQ VHYHUH GURXJKW FRQGLWLRQV VXFK DV RFFXUUHG LQ

���� ZKHQ D 8�6� *HRORJLFDO 6XUYH\ WHDP REVHUYHG WKDW WKHUH ZDV QR IORZ HQWHULQJ

WKH 'XFN 5LYHU IURP WULEXWDU\ VWUHDPV EHWZHHQ 6KHOE\YLOOH DQG &ROXPELD� 8QGHU

VXFK D VFHQDULR� WKH RQO\ IORZ LQ WKH ULYHU ZRXOG EH WKDW VXSSOLHG E\ UHOHDVHV IURP

1RUPDQG\ 'DP� ZDVWHZDWHU UHWXUQ IORZ� DQG GURXJKW IORZ IURP )RXQWDLQ &UHHN�

6HFWLRQV ��� DQG ��� GHVFULEH WKHVH FRQGLWLRQV� 7KH GU\ VXPPHU PRQWKV

H[SHULHQFHG LQ WKH 'XFN 5LYHU GXULQJ ���� DQG ���� ZHUH QRW DV VHYHUH DV WKH

GURXJKW FRQGLWLRQV XVHG LQ WKH :DWHU 1HHGV $QDO\VLV DQG HYDOXDWHG LQ WKH (,6�

&��� ,WªV XQIRUWXQDWH &ROXPELD DQG WKH 'XFN 5LYHU ZDWHUVKHG DUH RXWJURZLQJ WKHLU QDWXUDO

UHVRXUFHV� +RZHYHU WKDW LV WKHLU SUREOHP� 5DWKHU WKDQ URE 3HWHU WR SD\ 3DXO� 3HWHU

VKRXOG DGMXVW KLV OLIHVW\OH WR ILW KLV UHVRXUFHV� ,I WKH 'XFN 5LYHU FDQQRW VXSSO\

VXIILFLHQW ZDWHU QHHGV LQ WKH \HDUV WR FRPH� WKHQ JURZWK DQG H[SDQVLRQ VKRXOG EH

PLQLPL]HG UDWKHU WKDQ PD[LPL]HG� $OVR� WKH RYHUIORZ IURP 'DYLGVRQ &RXQW\ LV IDVW

ILOOLQJ :LOOLDPVRQ &RXQW\� %\ ����� DOO RI :LOOLDPVRQ &RXQW\ ZLOO QHHG PXFK PRUH

ZDWHU WR PHHW WKRVH JURZWK QHHGV DQG \RX ZLOO EH ORRNLQJ IRU ZD\V WR SURYLGH WKDW

LQFUHDVH� ,I \RXªUH GUDZLQJ IURP 7LPV )RUG� \RXªOO ZDQW WR GUDZ HYHQ PRUH� 2QFH WKH

F\FOH LV VWDUWHG� EXUHDXFUDWV ILQG LW HDV\ WR PDNH WKH F\FOH HYHQ ODUJHU� -HUU\ &�

/DVKOHH� ��E
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&��� 4XRWLQJ WKH (,6 �7KH SULPDU\ IRFXV RI WKH (,6 LV WKH IXWXUH ZDWHU VXSSO\ QHHGV LQ WKH

&ROXPELD DUHD ���� DQG ���� IRUP WKH EDVLV IRU FRPSOHWLQJ WKH UHPDLQGHU RI WKLV

HYDOXDWLRQ�� 7KLV SULPDU\ IRFXV GRHV QRW WDNH LQWR DFFRXQW WKH ZDWHU VXSSO\ QHHGV LQ

WKH )UDQNOLQ &RXQW\ DUHD� 2QH PLJKW GHVFULEH WKLV YLHZ DV �WXQQHO YLVLRQ���3DJH ���

0DUN +� 'XGOH\� ��F

&��� :HªUH JURZLQJ LQ WKH (ON 5LYHU ZDWHUVKHG DOVR� 2XU QHHGV DUH DOVR LQFUHDVLQJ� +DYH

WKRVH EHHQ DGGUHVVHG DQG WKH LQFUHDVH EHHQ LQFOXGHG LQWR \RXU HTXDWLRQ" , VDZ

QRWKLQJ LQ \RXU EULHI WKDW ZRXOG OHDG PH WR WKLQN VR� ,Q IDFW� WKHUH ZDV QRWKLQJ LQ WKHUH

WKDW PDGH DQ\ NLQG RI PHQWLRQ WR WKH HIIHFWV RQ WKH (ON 5LYHU ZDWHUVKHG� HLWKHU SUHVHQW

RU IXWXUH� -HUU\ &� /DVKOHH� ��H

&��� 7KHUH LV DQ HYHQ JUHDWHU UHDVRQ IRU 79$ QRW WR FRQVLGHU $OWHUQDWLYH (� 7KH ZDWHU LQ

WKH 7HQQHVVHH 9DOOH\ EHORQJV WR WKH FLWL]HQV RI WKH 9DOOH\� QRW WR 79$� %\ PRYLQJ

ZDWHU IURP RQH DUHD WR DQRWKHU� 79$ LV DVVXPLQJ WKH\ KDYH RZQHUVKLS RI WKH ZDWHU� ,I

WKH FLWL]HQV LQ WKLV �:LQFKHVWHU� DUHD REMHFWHG� DQG WKLV DFWLRQ ZDV FRQWHVWHG LQ FRXUW� ,

GR QRW EHOLHYH LW ZRXOG EH MXGJHG OHJDO� (XJHQH -� 6DQGHUV� ��E

&��� 6WHDO WKH ZDWHU IURP WKH &XPEHUODQG 5LYHU� EODVW WKH URFN DZD\ DQG SXW LQ DQ

HQRUPRXV SLSHOLQH WR VHUYH WKH EXUJHRQLQJ 6RXWK 1DVKYLOOH 0HWUR 3RSXODWLRQ� 7HOO WKH

&2( WR FRRSHUDWH� 'RQ )� /HH� �G

5HVSRQVH WR &RPPHQWV &�� � &��� 7KH IXWXUH ZDWHU QHHGV RI WKH (ON 5LYHU

ZDWHUVKHG DUH DV LPSRUWDQW WR 79$ DV WKRVH LQ WKH XSSHU 'XFN 5LYHU ZDWHUVKHG�

/RFDO ZDWHU GLVWULFWV DQG ORFDO JRYHUQPHQWV� ZLWK WKH DVVLVWDQFH RI YDULRXV VWDWH

DJHQFLHV ZLOO GHFLGH ZKLFK ZDWHU VXSSO\ DOWHUQDWLYH�V� VKRXOG EH SXUVXHG LQ WKH

IXWXUH� 7KH 7LPV )RUG 3LSHOLQH DOWHUQDWLYH ZRXOG OLNHO\ EH YLHZHG DV XQUHDVRQDEOH LI

WKH ZDWHU WUDQVIHU ZRXOG FRQVWUDLQ HFRQRPLF JURZWK LQ� RU RWKHUZLVH DGYHUVHO\ DIIHFW

UHVLGHQWV RI� WKH (ON 5LYHU DUHD� ,Q DQWLFLSDWLRQ RI UHVLGHQWLDO DQG LQGXVWULDO JURZWK�

79$ LQFOXGHG ODUJH DPRXQWV RI ZDWHU IRU PXQLFLSDO DQG LQGXVWULDO ZDWHU VXSSO\ XVH

LQ 7LPV )RUG 5HVHUYRLU� %DVHG RQ WKH HVWLPDWHG SRSXODWLRQ JURZWK LQ )UDQNOLQ DQG

0RRUH FRXQWLHV� D VXUIDFH ZDWHU ZLWKGUDZDO RI DERXW �� PJG FRXOG UHDVRQDEO\ EH

H[SHFWHG E\ WKH \HDU ����� $W WKH QRUPDO VXPPHU SRRO HOHYDWLRQ RI ��� IHHW� WKH

UHVHUYRLU KROGV ������� DFUH�IHHW RI ZDWHU DQG WKH HVWLPDWHG IXWXUH ZDWHU QHHG RI ��

PJG LV VPDOO LQ FRPSDULVRQ WR WKH YROXPH DYDLODEOH� 7KHUH ZRXOG EH HQRXJK ZDWHU

LQ 7LPV )RUG UHVHUYRLU WR PHHW JURZLQJ ZDWHU QHHGV LQ )UDQNOLQ DQG 0RRUH FRXQWLHV

DV ZHOO DV VXSSO\ ZDWHU WR WKH 'XFN 5LYHU ZLWKRXW LPSDFWLQJ H[LVWLQJ XVHV RI WKH

UHVHUYRLU�

7KH ZDWHU WUDQVIHU WR WKH 'XFN 5LYHU IURP 7LPV )RUG 5HVHUYRLU ZRXOG QRW EH QHHGHG

HYHU\ \HDU RU IRU ORQJHU WKDQ � RU � FRQVHFXWLYH PRQWKV DW D WLPH� ,Q PRVW \HDUV�

WKH 'XFN 5LYHU KDV HQRXJK ZDWHU WR PHHW HYHQ WKH SURMHFWHG IXWXUH QHHGV ZLWKLQ WKH

ZDWHUVKHG� 7R HYDOXDWH SRWHQWLDO LPSDFWV RI D ZDWHU WUDQVIHU� 79$ DQDO\]HG ZKDW

ZRXOG KDYH KDSSHQHG GXULQJ WKH VHYHUH GURXJKW RI ��������� LI D SLSHOLQH KDG EHHQ

ZLWKGUDZLQJ �� FIV IURP 7LPV )RUG 5HVHUYRLU IURP -XQH WR 2FWREHU� 7KH DQDO\VLV

VKRZHG WKDW WKH ZLWKGUDZDO ZRXOG KDYH ORZHUHG WKH UHVHUYRLU SRRO HOHYDWLRQ E\ �

LQFKHV LQ ���� DQG � LQFKHV LQ ���� GXULQJ WKH UHFUHDWLRQ SHULRG� ,I $OWHUQDWLYH (

ZDV WR EH FRQVLGHUHG IRU LPSOHPHQWDWLRQ� DGGLWLRQDO DQDO\VLV ZRXOG EH SHUIRUPHG WR

EHWWHU GRFXPHQW WKH SRWHQWLDO LPSDFWV RQ WKH UHFUHDWLRQ SRRO OHYHO� DV ZHOO DV HIIHFWV

RI LQFUHDVHG ZDWHU ZLWKGUDZDOV E\ SXEOLF ZDWHU VXSSO\ V\VWHPV�



$SSHQGL[ '

'���

&��� , EHOLHYH EXVLQHVV DQG UHVLGHQWLDO ZDWHU UDWHV LQ WKH 'XFN 5LYHU ZDWHUVKHG VKRXOG EH

LQFUHDVHG WR DOORZ GHPDQG WR PDWFK WKHLU ORFDO VXSSO\ ZLWKRXW �UDLGLQJ� WKH (ON 5LYHU
V

ZDWHUVKHG� , GR QRW ZDQW WR VDFULILFH WKH (ON 5LYHU PHUHO\ WR DOORZ FKHDSHU ZDWHU UDWHV

LQ RWKHU DUHDV� .HQ 0F*DUU\� ��E

5HVSRQVH WR &RPPHQW &��� $ UHYLHZ RI H[LVWLQJ ZDWHU UDWHV ZRXOG EH RQH RI WKH

ILUVW ORJLFDO VWHSV LQ LPSOHPHQWLQJ D ZDWHU FRQVHUYDWLRQ SURJUDP� 2QH RI WKH ILUVW

DGMXVWPHQWV WKDW D ZDWHU V\VWHP FRXOG PDNH ZRXOG EH WR UHYLVH ZDWHU UDWH

VWUXFWXUHV WR HQFRXUDJH FRQVHUYDWLRQ LQVWHDG RI ZDWHU XVH� 79$ EHOLHYHV LW ZRXOG EH

EHQHILFLDO IRU DOO ZDWHU V\VWHPV WR LPSOHPHQW ZDWHU FRQVHUYDWLRQ SURJUDPV�

&��� 7KH GRFXPHQW IDLOV WR GLVFXVV ZDWHU FRQVHUYDWLRQ DV DQ DOWHUQDWLYH RU VXSSOHPHQW WR

WKH DFWLRQ RU QR DFWLRQ DOWHUQDWLYHV� (IILFLHQW XVH RI H[LVWLQJ VXSSOLHV FDQ VDYH PRQH\�

REYLDWH WKH QHHG IRU DGGLWLRQDO ZDWHU VWRUDJH FDSDFLW\� DQG SURORQJ WKH XVH RI H[LVWLQJ

VXSSOLHV GXULQJ VKRUWDJHV� 6XFFHVVIXO LPSOHPHQWDWLRQ RI ZDWHU FRQVHUYDWLRQ PHDVXUHV

GHSHQGV RQ UHJXODWRU\ DFWLRQ E\ VWDWH DQG ORFDO JRYHUQPHQWV DQG PDQDJHPHQW

GHFLVLRQV E\ WKH ORFDO XWLOLW\� 7\SLFDO PHDVXUHV DUH FRGHV DQG RUGLQDQFHV WKDW

PDQGDWH ZDWHU FRQVHUYDWLRQ WKURXJK WKH XVH RI SOXPELQJ IL[WXUHV� XVH RI UHFODLPHG

ZDWHU� LQVWDOODWLRQ RI PHWHUV� OHDN GHWHFWLRQ SURJUDPV� UDWH VWUXFWXUH FKDQJHV� DQG

SXEOLF HGXFDWLRQ SURJUDPV� $V SUHYLRXVO\ LQGLFDWHG� YROXQWDU\ FRQVHUYDWLRQ PHWKRGV

VKRXOG EH HQFRXUDJHG DQG HPSOR\HG UHJDUGOHVV RI WKH DOWHUQDWLYH VHOHFWHG� ZLWK

LQFHQWLYHV DQG GLVLQFHQWLYHV SURYLGHG E\ ORFDO DXWKRULWLHV IRU FRPSO\LQJ FXVWRPHUV�

&RQVHUYDWLRQ VKRXOG WDUJHW WKRVH DFWLYLWLHV WKDW FRQVXPH ZDWHU �H�J�� ODZQ ZDWHULQJ� DV

RSSRVHG WR WKRVH WKDW UHWXUQ D ODUJH SRUWLRQ RI WKH ZDWHU WR LWV VRXUFH �H�J��

ZDVWHZDWHU�� (3$� ��U

5HVSRQVH WR &RPPHQW &��� 79$ DJUHHV WKDW ZDWHU V\VWHPV LQ WKH XSSHU 'XFN

5LYHU ZDWHUVKHG VKRXOG LPSOHPHQW ZDWHU FRQVHUYDWLRQ SURJUDPV UHJDUGOHVV RI WKH

RXWFRPH RI WKLV (,6� 7KH W\SLFDO FRQVHUYDWLRQ PHDVXUHV LGHQWLILHG LQ WKLV FRPPHQW

KDYH SURYHQ WR EH HIIHFWLYH LQ UHGXFLQJ ZDWHU XVH� 6SHFLILF FRPSRQHQWV RI ZDWHU

FRQVHUYDWLRQ SURJUDPV LPSOHPHQWHG LQ WKH XSSHU 'XFN 5LYHU ZDWHUVKHG FRXOG EH

WDLORUHG WR WKH VL]H DQG FDSDELOLW\ RI HDFK LQGLYLGXDO ZDWHU VXSSO\ V\VWHP� 7KH

GLVFXVVLRQ RI ZDWHU FRQVHUYDWLRQ LQ 6HFWLRQ ��� KDV EHHQ H[SDQGHG WR LQFOXGH WKLV

FRQFHSW�
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'�� 7KH PRVW VHQVLEOH DQG ORJLFDO FRXUVH LV WR XVH DOWHUQDWLYH �$� RU WDNH QR DFWLRQ�

'RXJODV .� 0LWFKHQHU� ��D

'�� , EHOLHYH WKH �QR DFWLRQ�� $OWHUQDWLYH $ LV WKH FRUUHFW FRXUVH RI DFWLRQ� 7KH EXQFK RI

PRURQV WKDW VWRSSHG WKH &ROXPELD 'DP PXVW UHDS ZKDW WKH\ VRZHG� ,I WKH GDP FRXOG

QRW EH FRQVWUXFWHG EHFDXVH FKDQJHV WR WKH ULYHU WKUHDWHQHG �WKH ULFK IORUD DQG IDXQD RI

WKH 'XFN 5LYHU�� WKHQ RWKHU FKDQJHV WR WKH ULYHU DQG ORFDO HQYLURQPHQW FDQQRW EH

DOORZHG� HLWKHU� 6RUU\� &KDUOLH� -RKQ $OEULJKW� �

'�� $OWHUQDWLYH $� WKH DOWHUQDWLYH RI GRLQJ QRWKLQJ� WR PH WKDW LV QRW DQ DQVZHU� VR ZH

VKRXOG QRW HYHQ FRQVLGHU WKDW� :D\QH 5RPHVEHUJ� ��E

'�� %DVHG RQ RXU HYDOXDWLRQ RI WKH 'UDIW (,6� ZH DJUHH WKDW $OWHUQDWLYH $ �QR DFWLRQ� LV

XQWHQDEOH JLYHQ WKH SURMHFWHG SRSXODWLRQ JURZWK RI WKLV UHJLRQ� /HVOLH &ROOH\� 7KH

1DWXUH &RQVHUYDQF\ RI 7HQQHVVHH� ��E

'�� 8VLQJ WKH SUHVHQW UHVRXUFHV LV DQ XQWHQDEOH VROXWLRQ EHFDXVH WKH V\VWHP LV SUHVHQWO\

IXQFWLRQLQJ QHDU LWV OLPLWV� 0DUW\ 0DULQD� ([HFXWLYH 'LUHFWRU� 7HQQHVVHH

&RQVHUYDWLRQ /HDJXH� ��I

'�� 2QH RI WKH WKLQJV WKDW , NQRZ ZH GR QRW QHHG WR GR LV WR GR QRWKLQJ� 2QH RI WKH WKLQJV

WKDW PRVW FRQFHUQV PH� QRW RQO\ DV D UHVLGHQW RI 0XUUD\ &RXQW\ EXW DOVR DV D

EXVLQHVVPDQ LQ 0DUVKDOO &RXQW\� LV WKH DELOLW\ WR KDYH ZDWHU WR XVH IRU QRW RQO\

GULQNLQJ EXW IRU ILUH SURWHFWLRQ DQG DOO WKH PDQ\ DVVRFLDWHG QHHGV RI ZDWHU� 5DQG\

6KRUW� ��D

5HVSRQVH WR &RPPHQWV '� � '�� &RPPHQWV QRWHG�

'�� $FFRUGLQJ WR \RXU LQWURGXFWRU\ RU FRYHU OHWWHU DFFRPSDQ\LQJ WKLV 'UDIW (,6� WKH

SXUSRVH RI WKH 6WXG\ ZDV WR LGHQWLI\ �SRWHQWLDO ZD\V WR PHHW WKH SURMHFWHG ZDWHU

VXSSO\ QHHGV���� %DVHG RQ WKLV VWDWHPHQW� D �GR QRWKLQJ� DOWHUQDWLYH GRHV QRW

PHHW WKLV EDVLF FULWHULRQ DQG LV WKHUHIRUH DFDGHPLF� )UDQN 0� 7DPEHUULQR�

3UHVLGHQW� 0DXU\ $OOLDQFH� ��D

5HVSRQVH WR &RPPHQW '�� &RQVLGHUDWLRQ RI WKH 1R $FWLRQ $OWHUQDWLYH LV D UHTXLUHG

SDUW RI D 1(3$ UHYLHZ� ,Q WKLV (,6� WKH IXQFWLRQ RI WKH 1R $FWLRQ $OWHUQDWLYH LV WR

LQGLFDWH ZKDW ZRXOG KDSSHQ LQ WKH DUHD LI QRWKLQJ ZDV GRQH WR DGGUHVV WKH SURMHFWHG

IXWXUH ZDWHU QHHGV� 5RXWLQHO\� WKH 1R $FWLRQ $OWHUQDWLYH HVWDEOLVKHV D EDVHOLQH IRU

HYDOXDWLQJ WKH HIIHFWV RI WKH DFWLRQ DOWHUQDWLYHV�
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(�� %XLOG 'DP RQ )RXQWDLQ &UHHN� -RH 3� 'XH� ��

(�� ,Q IDYRU RI )RXQWDLQ &UHHN 5HVHUYRLU� 'RXJ :RRWHQ� ��

(�� ,Q IDYRU RI )RXQWDLQ &UHHN 5HVHUYRLU IRU ILVKLQJ� 6WHYH 6DFFKLQHOOL� ��

(�� , ZRXOG FKRRVH WKH IRXQWDLQ FUHHN RSWLRQ LI , ZHUH WR FKRRVH� .HQW &XUWLV� �D

(�� $IWHU UHYLHZLQJ DOO RI WKH DOWHUQDWLYHV WKDW ZHUH GLVFXVVHG DW WKH SXEOLF KHDULQJ LQ

&ROXPELD� LW LV P\ RSLQLRQ WKDW WKH )RXQWDLQ &UHHN LPSRXQGPHQW ZRXOG EH WKH EHVW

DOWHUQDWLYH IRU 0DUVKDOO &RXQW\� 7HUU\ :DOODFH� 0DUVKDOO &RXQW\ ([HFXWLYH� ��D

5HVSRQVH WR &RPPHQWV (� � (�� &RPPHQWV QRWHG�

(�� )RXQWDLQ &UHHN 'DP� , IHHO� ZRXOG EH KHOSIXO LQ RXU ZDWHU VXSSO\� , EHOLHYH WKH SHRSOH

RI 0DXU\ &RXQW\ ZRXOG VXSSRUW WKH )RXQWDLQ &UHHN 'DP� :H QHHG WKH ZDWHU VXSSO\�

, KRSH WKH GDPDJH WR RXU ODQG ZRXOG EH PLQLPDO >F@RPSDUHG WR ZKDW KDV DOUHDG\ EHHQ

GDPDJHG E\ WKH %LJ GDP SURMHFW� 'HEELH -� *ULVVRP� ��

(�� 6R WKH VROXWLRQ , VHH LV %� WKH )RXQWDLQ &UHHN 'DP� *UDQWHG� LW LV PRUH H[SHQVLYH EXW

VRPHWLPHV \RX GR KDYH WR ELWH WKH EXOOHW WR VROYH D SUREOHP DQG WKLV LV WKH EXOOHW� � � � �

%XW LQ WKH ORQJ KDXO� , GR IHHO OLNH $OWHUQDWLYH %� WKH )RXQWDLQ &UHHN� LV RXU EHVW

DOWHUQDWLYH IRU XV� RXU FKLOGUHQ� DQG JHQHUDWLRQV WR FRPH� :D\QH 5RPHVEHUJ� ��J

(�� ,Q ORRNLQJ DW DOO WKH DOWHUQDWLYHV WR KDYLQJ HQRXJK ZDWHU IRU WKH DUHD RI 0XUUD\�

0DUVKDOO� %HGIRUG &RXQWLHV DQG DOVR :LOOLDPVRQ &RXQW\� , IHHO WKH EHVW VROXWLRQ ZRXOG

EH D UHVHUYRLU LQ WKH )RXQWDLQ &UHHN DUHD� ,W
V JRLQJ WR SURYLGH PRUH ZDWHU WKDQ DOO WKH

RWKHU WKUHH DOWHUQDWLYHV FRPELQHG� � � � � /HW
V EXLOG D UHVHUYRLU� OHW
V JHW LW RYHU ZLWK�

DQG OHW
V JHW RQ ZLWK WKH IXWXUH� 5DQG\ 6KRUW� ��E

(�� 7KH RQO\ ORQJ�WHUP TXDOLW\ DQVZHU IRU 0DXU\ &RXQW\ LV WKH UHVHUYRLU RQ )RXQWDLQ

&UHHN� 7KH PRQH\ ZLOO FRPH IURP ORFDO PRQH\ DQG EHQHILW WKH SHRSOH RI 6RXWKHUQ

0LGGOH 7HQQHVVHH� 7KLV UHVROYHV D SUREOHP WKDW PDQ\ SHRSOH KDYH UHDOL]HG H[LVWHG IRU

D ORQJ WLPH � QHHG IRU TXDOLW\ ZDWHU VXSSO\� ,WV WLPH KDV FRPH� 'DP XS )RXQWDLQ

&UHHN� :� 5RJHU :LWKHURZ� ��

(��� 7KLV GHSDUWPHQW UHFRPPHQGV D VHULRXV FRQVLGHUDWLRQ RI WKH )RXQWDLQ &UHHN

DOWHUQDWLYH� $OWHUQDWLYH %� EHFDXVH LW SUHVHQWV WKH JUHDWHVW EXIIHU RU H[FHVV ZDWHU

DYDLODELOLW\ IRU IXWXUH XVH� $OWHUQDWLYH % SURMHFWV WR JLYH D ����� &)6 H[FHVV RYHU WKH

��� &)6 EDVHOLQH QHHGHG LQ WKH 'XFN 5LYHU ZKLOH & DQG ( SURMHFW WR JLYH H[FHVVHV RI

RQO\ �� DQG � &)6 UHVSHFWLYHO\ DQG ' ZLOO JR EHORZ WKH EDVHOLQH QHHG� 7KHVH ILJXUHV

DUH EDVHG XSRQ WKH §QR QHZ KHDY\ ZDWHU XVHUV¨ SURMHFWLRQ� :LOWRQ %XUQHWW� -U��

6SHFLDO 3URMHFWV� 'HSDUWPHQW RI (FRQRPLF DQG &RPPXQLW\ 'HYHORSPHQW� ��E

5HVSRQVH WR &RPPHQWV (� � (��� &RPPHQWV QRWHG� $OWHUQDWLYH % GRHV KDYH WKH

SRWHQWLDO WR SURYLGH WKH PRVW ZDWHU WR WKH &ROXPELD DUHD�

(��� , WKLQN WKDW WKH )RXQWDLQ &UHHN LPSRXQGPHQW ZRXOG HQKDQFH WKH UHJLRQ RI 0DUVKDOO

DQG 0DXU\ &RXQW\ E\ SURYLGLQJ WKLV WZR�FRXQW\ UHJLRQ ZLWK D VRXUFH RI ZDWHU IRU

GULQNLQJ DV ZHOO DV UHFUHDWLRQ� 7KH LPSRXQGPHQW FRXOG DOVR EH XVHG DV DQ HPHUJHQF\
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VRXUFH RI ZDWHU� $ SODQ FRXOG EH ZRUNHG RXW IRU D ZDWHU WUHDWPHQW SODQW WR EH EXLOW

WKDW FRXOG VHUYH 0DUVKDOO� 0DXU\� DQG VRXWKHUQ :LOOLDPVRQ &RXQW\ ZLWK D ZDWHU

VXSSO\ WKDW FRXOG SRVVLEO\ FRQQHFW D ZDWHU JULG V\VWHP WR KHOS JHW ZDWHU WR SDUWV RI WKH

FRXQWLHV WKDW GR QRW KDYH D SXEOLF ZDWHU VXSSO\� 7HUU\ :DOODFH� 0DUVKDOO &RXQW\

([HFXWLYH� ��E

(��� , DP VWURQJO\ LQ IDYRU RI WKH GHYHORSPHQW RI )RXQWDLQ &UHHN 5HVHUYRLU IRU VHYHUDO

UHDVRQV� )LUVWO\� LW HQFRXUDJHV HFRQRPLF HQKDQFHPHQW LQ D SRVLWLYH DQG QRQ�WR[LF

�LQGXVWULDO� JURZWK� 6HFRQGO\� LW ZRXOG EHFRPH D FHQWUDO UHFUHDWLRQDO PDJQHW IRU

&RORPELDQV DQG VXUURXQGLQJ FRXQWLHV WR HQMR\ LQ HYHU\ VHDVRQ� /DVWO\� LW LV DQ DPSOH

DQG PDQDJHDEOH ZDWHU VXSSO\ WKDWªV QRW VKLSSHG LQ YLD SLSHOLQH IURP 1RUPDQG\ RU

7LPV )RUG� ,W ZRXOG DOVR GHPDQG WKDW RXU DQFLHQW +�� WUHDWPHQW IDFLOLW\ EH XSJUDGHG

WR DFFRPPRGDWH WKH ODNH� 7KLV DORQH� LV D JDLQ� 7KRXJK , DP DZDUH WKDW WKH HVWLPDWHG

FRVW LV KLJKHU IRU WKH ODNH SURMHFW� WKH EHQHILWV RXU FRPPXQLW\ ZRXOG UHFHLYH� IDU

RXWZHLJK WKH FRVW RI FRPSOHWLRQ� :H GHVHUYH WR KDYH WKLV ODNH SURMHFW FRPSOHWHG DIWHU

HQGXULQJ DOO WKH EXUGHQV IURP WKH HQWDQJOHG 'XFN 5LYHU 'DP SURMHFW� 0DULDQ -�

+D\QHV� ��

(��� &HUWDLQO\ WKH )RXQWDLQ &UHHN 5HVHUYRLU ZRXOG EHQHILW DOO RI ORZHU 0LGGOH 7HQQHVVHH LQ

PRUH ZD\V WKDQ MXVW ZDWHU VXSSO\� 'RHVQªW WKLV FRPPXQLW\ GHVHUYH WKLV NLQG RI

HFRQRPLF DQG UHFUHDWLRQDO VWLPXODWLRQ DIWHU VXIIHULQJ WKH WZHQW\�ILYH \HDU GHEDFOH RI

WKH &ROXPELD 'DP" :LWK VXEVWDQWLDO UHVRXUFHV DQG LQIUDVWUXFWXUH DOUHDG\ FRPPLWWHG

WR VXSSRUW WKLV SURSRVDO� OHW XV PRYH DKHDG ZLWK WKH FRPPLWPHQW WR ILQLVK WKLV UHVHUYRLU

SURMHFW� 1R RWKHU DOWHUQDWLYH UHGUHVVHV WKH WUDYHVW\ ZKLFK KDV EHHQ WKH HDUPDUN RI WKLV

SURMHFW KHUHWRIRUH� /HZLV 3� +D\QHV� ��

5HVSRQVH WR &RPPHQWV (�� � (��� $OWHUQDWLYH % FRXOG VXSSO\ D ODUJH TXDQWLW\ RI

ZDWHU� KRZHYHU DV LQGLFDWHG LQ 6HFWLRQV ��� DQG ����� SURWHFWLRQ RI WKDW ZDWHU

VXSSO\ VRXUFH SUREDEO\ ZRXOG LQYROYH UHVWULFWLRQV RQ UHFUHDWLRQDO DQG RWKHU XVH RI

WKH UHVHUYRLU�

(��� 7KH )RXQWDLQ &UHHN 5HVHUYRLU LV WKH PRVW SUDFWLFDO VROXWLRQ WR 0DXU\ &RXQW\
V DQG

VRXWKHUQ :LOOLDPVRQ &RXQW\
V ILIW\ \HDU ZDWHU QHHGV� DQG GRHV QRW GLVWXUE 'XFN 5LYHU

GRZQVWUHDP� $OWHUQDWLYH �%� )RXQWDLQ &UHHN 5HVHUYRLU DSSHDUV WR EH WKH RQO\ VROXWLRQ

0DXU\ &RXQW\ FDQ FRQVLGHU FRQFHUQLQJ WKH HFRQRPLFDO JURZWK� :DWHU LV WKH ILUVW WKLQJ

D SURVSHFWLYH HPSOR\HU DVNV DERXW� 'HSHQGLQJ RQ D SLSH OLQH VXSSO\ RU RYHU�ZRUNHG

��� PLOHV DZD\� 1RUPDQG\ 5HVHUYRLU ZRXOG EULQJ WKH JURZWK RI RXU FRXQW\ WR D KDOW� LI

QRW QRZ� LQ WHQ WR ILIWHHQ \HDUV� 0DXU\ DQG :LOOLDPVRQ FRXQWLHV� DORQJ ZLWK WKH RWKHU

SDUWQHU DORQJ WKH SDWK RI WKH 'XFN 5LYHU� FDQQRW OHW WKH QHHG IRU ZDWHU LPSHGH RXU

JURZWK� 5DOSK *� 0DGGX[� ��D

5HVSRQVH WR &RPPHQW (��� (DFK RI WKH DFWLRQ DOWHUQDWLYHV FRXOG PHHW WKH

SURMHFWHG ZDWHU QHHGV RI WKH &ROXPELD DUHD WKURXJK ���� RU �����

(��� >7@KH %RDUG RI 'LUHFWRUV RI WKH 0DXU\ $OOLDQFH� D SXEOLF�SULYDWH SDUWQHUVKLS IRU

HFRQRPLF GHYHORSPHQW LQ 0DXU\ &RXQW\� >KDV SDVVHG D UHVROXWLRQ@ ZKLFK FOHDUO\

VWDWHV RXU VXSSRUW IRU WKH )RXQWDLQ &UHHN DOWHUQDWLYH� 7KLV DOWHUQDWLYH SURYLGHV D ORQJ�

WHUP VROXWLRQ WR WKH FXUUHQW DQG SURMHFWHG ZDWHU QHHGV RI WKLV DUHD� PXFK DV WKH

RULJLQDO GDP ZDV VXSSRVHG WR� >7@KH 0DXU\ $OOLDQFH %RDUG RI 'LUHFWRUV EHOLHYHV WKDW�

D� 7KH UHFRJQL]HG WLPH IRU SURMHFWHG ZDWHU GHPDQG WR H[FHHG H[LVWLQJ ZDWHU VXSSO\ LQ

WKH &ROXPELD UHJLRQ LV WKH \HDU ���� DQG WKDW DFWLRQ WR DGGUHVV WKH LVVXH ZHOO EHIRUH

WKDW WLPH VKRXOG EHJLQ QRZ� E� 7KH )RXQWDLQ &UHHN 5HVHUYRLU DOWHUQDWLYH FDQ VXSSO\ WKH
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ODUJHVW DPRXQW RI ZDWHU RI WKH SURSRVHG DOWHUQDWLYH� LQ IDFW DOPRVW WKH VDPH YROXPH DV

WKH RWKHU DOWHUQDWLYHV FRPELQHG� DQG F� 7KH )RXQWDLQ &UHHN DOWHUQDWLYH LV WKH EHVW�

PRVW ORJLFDO VROXWLRQ WR DQ LPPLQHQW ZDWHU VXSSO\ LVVXH� EHVW DSSUR[LPDWHV WKH HDUOLHU

DQG RULJLQDO FRQFHSWXDO VROXWLRQ WR DGGUHVV WKH ORQJ�WHUP ZDWHU QHHGV RI WKH JUHDWHU

&ROXPELD DUHD DQG DSSHDUV WR EH FRVW�HIIHFWLYH IURP WKH SUHOLPLQDU\ DQDO\VLV� )UDQN

0� 7DPEHUULQR� 3UHVLGHQW� 0DXU\ $OOLDQFH� ��D

5HVSRQVH WR &RPPHQW (��� &RPPHQWV DQG UHFRPPHQGDWLRQV QRWHG�

(��� , DP RSSRVHG WR $OWHUQDWLYH % �)RXQWDLQ &UHHN 5HVHUYRLU� RQ WKH EDVLV RI FRVW DQG

KDELWDW GHVWUXFWLRQ� 'HQQLV '� +RUQ���E

(��� , RSSRVH WKH HQYLURQPHQWDOO\ GDPDJLQJ DOWHUQDWLYHV %	'� /RXLVH *QHQIOR� ��D

(��� , ZLVK LW NQRZQ WKDW , DP VWURQJO\ RSSRVHG WR $OWHUQDWLYHV %� '� DQG (� 5REHUW )�

6KDQNV� ��E

(��� 7&:3 VWURQJO\ RSSRVHV WKH WZR DOWHUQDWLYHV� % DQG '� WKDW DUH LGHQWLILHG DV KDYLQJ

�VXEVWDQWLDOO\ PRUH SRWHQWLDO IRU DGYHUVH HQYLURQPHQWDO HIIHFWV� DQG WKDW ZRXOG DOWHU

VXEVWDQWLDO DUHDV WKURXJK LQXQGDWLRQ DQG DVVRFLDWHG GDPDJHV�

x $OWHUQDWLYH %� FRQVWUXFWLRQ RI D ������DFUH UHVHUYRLU RQ )RXQWDLQ &UHHN� ZRXOG

FRQVXPH DW OHDVW ����� DFUHV ���� WR EH DFTXLUHG SOXV ����� DOUHDG\ LQ SXEOLF

RZQHUVKLS�� ,W ZRXOG DOVR EH E\ IDU WKH FRVWOLHVW DOWHUQDWLYH� HVWLPDWHG DW ���

PLOOLRQ�

/LDQH %� 5XVVHOO� IRU WKH 7HQQHVVHH &LWL]HQV IRU :LOGHUQHVV 3ODQQLQJ %RDUG RI
'LUHFWRUV� ��E

5HVSRQVH WR &RPPHQWV (�� � (��� &RPPHQWV QRWHG�

(��� , ZDV UDLVHG RQ )RXQWDLQ &UHHN LQ P\ HDUO\ \HDUV DQG WKH ZDWHU WKHUH� ZKHQ LW JHWV

GU\� ZRQ
W VXSSRUW D GDP� 1RZ WKLV ODVW VXPPHU RQ HDFK 6XQGD\� � � � DIWHU FKXUFK ,

JR RYHU DQG FKHFN WKH ZDWHU DV LW JRHV LQWR 'XFN 5LYHU DQG )RXQWDLQ &UHHN ZRXOG JR

WKURXJK D ��LQFK SLSH DW QDWXUDO IORZ� 7KHUH ZDV QR SUHVVXUH DW LW
V ORZHVW VWDJH

EHIRUH WKH ILUVW UDLQ FDPH� *OHQQ 6WHYHQVRQ� ��D

5HVSRQVH WR &RPPHQW (��� $YDLODEOH LQIRUPDWLRQ LQGLFDWHV WKDW D UHVHUYRLU LQ WKH

)RXQWDLQ &UHHN ZDWHUVKHG VLPLODU WR WKDW HYDOXDWHG XQGHU $OWHUQDWLYH % ZRXOG

UHFHLYH HQRXJK UDLQIDOO GXULQJ HYHQ D GURXJKW SHULRG WR PHHW WKH SURMHFWHG QHHGV RI

WKH &ROXPELD DUHD WKURXJK �����

(��� >7@KHUH DUH FRQFHUQV ZLWK WKH )RXQWDLQ &UHHN 3URSRVDO � � � � :DWHU TXDOLW\ LVVXHV DUH

WKH PDLQ FRQFHUQ ZLWK WKH )RXQWDLQ &UHHN 5HVHUYRLU SURSRVDO� 7KH 'LYLVLRQ LV

FRQFHUQHG WKDW WKH LURQ DQG PDQJDQHVH OHYHOV DQG DTXDWLF JURZWK ZLOO FDXVH D ZDWHU

TXDOLW\ LVVXH IRU WKH FXVWRPHUV RI WKH &ROXPELD :DWHU 6\VWHP� :� 'DYLG 'UDXJKRQ�

-U�� 'LYLVLRQ RI :DWHU 6XSSO\� 7'(&� ��F

(��� ,PSRXQGPHQW RI )RXQWDLQ &UHHN ZRXOG FUHDWH D UHODWLYHO\ VPDOO� VKDOORZ� QXWULHQW ULFK

UHVHUYRLU� $V D SXEOLF ZDWHU VXSSO\� VXFK D UHVHUYRLU PD\ H[SHULHQFH VLJQLILFDQW WDVWH

DQG RGRU SUREOHPV� )RXQWDLQ &UHHN 5HVHUYRLU ZRXOG SURYLGH LGHDO KDELWDW IRU DTXDWLF

SODQWV� DOJDH� DQG SK\WRSODQNWRQ� 6HDVRQDO R[\JHQ GHSOHWLRQ DW GHSWK ZRXOG UHVXOW LQ

WKH EXLOG XS RI GLVVROYHG PLQHUDOV LQFOXGLQJ LURQ DQG PDQJDQHVH� ,Q DGGLWLRQ WR ORVV

RI WKH UHODWLYHO\ GLYHUVH FRPPXQLW\ RI ILVK DQG DTXDWLF OLIH FXUUHQWO\ VXSSRUWHG E\

)RXQWDLQ &UHHN� DQ LPSRXQGPHQW PD\ UHVXOW LQ VHULRXVO\ GHJUDGHG WDLOZDWHU
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GLVFKDUJHV� 2[\JHQ GHSOHWLRQ� HOHYDWHG GLVVROYHG PLQHUDOV� K\GURJHQ VXOILGH� DQG

VLJQLILFDQW IOXFWXDWLRQV LQ IORZ� FRXOG FRQWULEXWH WR ZDWHU TXDOLW\ DQG KDELWDW

GHJUDGDWLRQ LQ WKH WDLOZDWHUV DQG WKH 'XFN 5LYHU� :KHQ FRPELQHG ZLWK DQWLFLSDWHG

ORVV RI ZHWODQGV� $OWHUQDWLYH % KDV SRWHQWLDO IRU VHULRXV QHJDWLYH HQYLURQPHQWDO

FRQVHTXHQFHV� $EUH\ 0F.LQQH\� (QYLURQPHQWDO 6HUYLFHV 'LYLVLRQ� 7:5$� ��D

(��� 3DJH ��� LQGLFDWHV WKDW WKH )RXQWDLQ &UHHN ZDWHUVKHG WKDW ZRXOG FRQWDLQ WKH UHVHUYRLU

SURSRVHG XQGHU $OWHUQDWLYH % ����FRQWDLQV UHODWLYHO\ KLJK OHYHOV RI QLWURJHQ DQG

SKRVSKRUXV IURP QDWXUDO VRXUFHV DV ZHOO DV QRQ�SRLQW VRXUFHV�� 7KLV SDJH IXUWKHU

VWDWHV WKDW �>W@KHVH OHYHOV RI QXWULHQWV ZRXOG EH TXLWH OLNHO\ WR VXSSRUW H[FHVVLYH DOJDO

JURZWK LQ WKH XSSHU OD\HUV RI WKH UHVHUYRLU�� 3DJH ��� VLPLODUO\ VWDWHV WKDW

����FRQVWUXFWLRQ DQG XVH RI WKH )RXQWDLQ &UHHN ZDWHU VXSSO\ UHVHUYRLU ZRXOG FUHDWH D

UHODWLYHO\ VPDOO� QXWULHQW�ULFK UHVHUYRLU ZKLFK SUREDEO\ ZRXOG KDYH WR EH FDUHIXOO\

PRQLWRUHG DQG WKH ZDWHUVKHG VWULFWO\ PDQDJHG WR SURWHFW WKH TXDOLW\ RI WKH VRXUFH

ZDWHU�� $FFRUGLQJO\� (3$ LV FRQFHUQHG WKDW WKH )RXQWDLQ &UHHN 5HVHUYRLU SURSRVHG

XQGHU % FRXOG EHFRPH HXWURSKLF DQG QRW FRPSO\ ZLWK WKH &OHDQ :DWHU $FW� (3$� ��V

5HVSRQVH WR &RPPHQWV (�� � (��� 7KH LQIRUPDWLRQ DYDLODEOH WR 79$ LQGLFDWHV

WKDW HDFK RI WKHVH ZDWHU TXDOLW\ HIIHFWV FRXOG RFFXU� ,I $OWHUQDWLYH % ZDV

LPSOHPHQWHG� HDFK RI WKHVH LVVXHV ZRXOG KDYH WR EH DGGUHVVHG WR SURWHFW WKH ZDWHU

VXSSO\ VRXUFH DQG GRZQVWUHDP XVHV RI WKH 'XFN 5LYHU�

(��� 2I WKH IRXU SUHVHQWHG DFWLRQ DOWHUQDWLYHV �%�(�� (3$ GRHV QRW HQYLURQPHQWDOO\ IDYRU WKH

FRQVWUXFWLRQ RI )RXQWDLQ &UHHN 5HVHUYRLU� 7KLV LV GXH WR WKH SURMHFWHG VXEVWDQWLDO ORVV

RI IRUHVWHG ZHWODQGV DQG XSODQGV� SRWHQWLDO JURXQG�ZDWHU HIIHFWV GXH WR ORFDO NDUVWLF

JHRORJ\� WKH SRWHQWLDO IRU VKRUHOLQH GHYHORSPHQW DQG LWV DVVRFLDWHG LPSDFWV RQ ZDWHU

TXDOLW\� WKH H[SHFWDWLRQ IRU D VPDOO QXWULHQW�ULFK UHVHUYRLU ZLWK D VORZ IOXVKLQJ UDWH

ZKLFK PD\ UHVXOW LQ QRQFRPSOLDQFH ZLWK ZDWHU TXDOLW\ VWDQGDUGV DVVRFLDWHG ZLWK

HXWURSKLFDWLRQ� WKH SRWHQWLDO IRU DTXDWLF HFRORJ\ HIIHFWV GRZQVWUHDP RI WKH SURSRVHG

GDP GXH WR UHGXFHG IORZV� WKH QHHG WR DFTXLUH DQ DGGLWLRQDO ��� DFUHV RI ODQG� WKH

XQFHUWDLQW\ RI WKH XQGRFXPHQWHG LPSDFWV RI WKH QHZ ZDWHU WUHDWPHQW SODQW DQG

DVVRFLDWHG ILYH�PLOH ORQJ SLSHOLQH� DQG WKH H[LVWHQFH RI WZR QHDUE\ UHVHUYRLUV

�1RUPDQG\ DQG 7LPV )RUG� ZKLFK PLJKW EH XWLOL]HG� (3$� ��N

(��� 2I WKH IRXU DFWLRQ DOWHUQDWLYHV� WKH )RXQWDLQ &UHHN 5HVHUYRLU �$FWLRQ $OWHUQDWLYH %� LV

WKH OHDVW IDYRUDEOH� 7KLV DOWHUQDWLYH ZLOO UHVXOW LQ WKH JUHDWHVW FRVWV� ERWK

HQYLURQPHQWDO DQG HFRQRPLF� 7KH 'UDIW (,6 SURMHFWV D QHW ORVV RI ��� VSHFLHV� D ORVV

RI ��� DFUHV RI ZHWODQGV ZKLFK ZRXOG SUREDEO\ UHVXOW LQ PLWLJDWLRQ FRVWV� D

FRQVLGHUDEOH H[SHQVH IRU GDP FRQVWUXFWLRQ DQG WKH PDLQWHQDQFH RI ORQJ�WHUP ZDWHU

TXDOLW\ LQ WKLV UHVHUYRLU� DQG WKH JUHDWHVW QHJDWLYH LPSDFW RQ SULPH IDUPODQG DQG

FRPPXQLW\ QRLVH� 7KH SURMHFWHG EHQHILW RI DGGLWLRQDO ZDWHU YROXPH RI ��FIV LV

FRQWLQJHQW XSRQ WKH IXQFWLRQ DQG FDSDFLW\ RI WKLV UHVHUYRLU LQ DQ DUHD WKDW LV

FKDUDFWHUL]HG E\ NDUVW JHRORJ\ DQG VHOGRP KDV VXUIDFH ZDWHU LQ HYHQ PLOG GURXJKW

FRQGLWLRQV� :KLOH DGGUHVVLQJ WKH SURMHFWHG ZDWHU QHHGV IRU 0DXU\ DQG VRXWKHUQ

:LOOLDPVRQ FRXQWLHV� WKH )RXQWDLQ &UHHN UHVHUYRLU PD\ SURYLGH QR EHQHILW WR UHVLGHQWV

RI 0DUVKDOO DQG %HGIRUG FRXQWLHV� /HVOLH &ROOH\� 7KH 1DWXUH &RQVHUYDQF\ RI

7HQQHVVHH� ��F

5HVSRQVH WR &RPPHQWV (�� � (��� 7KHVH FRPPHQWV VXPPDUL]H PDQ\ RI WKH

SRWHQWLDO DGYHUVH HIIHFWV ZKLFK FRXOG EH DVVRFLDWHG ZLWK $OWHUQDWLYH %� %\ ZD\ RI

FODULILFDWLRQ� WKH DYDLODEOH LQIRUPDWLRQ LQGLFDWHV WKDW WKH VWUHDP�GZHOOLQJ VSHFLHV

ZKLFK ZRXOG EH GLVSODFHG E\ WKH UHVHUYRLU DOVR RFFXU LQ PDQ\ RWKHU VWUHDPV LQ WKH

DGMDFHQW SDUW RI WKH 'XFN 5LYHU ZDWHUVKHG�
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(��� , DOVR REMHFW WR GDPPLQJ )RXQWDLQ &UHHN �$OWHUQDWLYH %�� 3OHDVH FRQVLGHU WKH

HQYLURQPHQWDO LPSDFW DQG WKH FRVW HIIHFWLYHQHVV RI WKH SURSRVHG DOWHUQDWLYHV�

6KRUW 6SULQJV DQG WKH )RXQWDLQ &UHHN ZDWHU VKHG GHVHUYH SURWHFWLRQ IRU IXWXUH

JHQHUDWLRQV DQG PRVW LPSRUWDQWO\� WKH GLYHUVH OLIH SUHVHQW WKHUH� .HYLQ &�

)LWFK� ��E

5HVSRQVH WR &RPPHQW (��� (DFK DFWLRQ DOWHUQDWLYH ZRXOG KDYH ERWK EHQHILWV DQG

DGYHUVH HIIHFWV� 7KH FKDOOHQJH LQ SURMHFWV VXFK DV WKLV LV WR PD[LPL]H DV PDQ\ RI WKH

EHQHILWV DV SRVVLEOH ZKLOH DYRLGLQJ RU PLQLPL]LQJ WKH SRWHQWLDO DGYHUVH HIIHFWV�

(��� %XLOGLQJ )RXQWDLQ &UHHN 5HVHUYRLU LV DQ H[SHQVLYH DOWHUQDWLYH� UHPLQLVFHQW RI FKRLFHV

PDGH LQ WKH 
��V DQG 
��V� 79$ DQG LWV VWDNHKROGHUV ZLOO GR ZHOO WR OHDUQ IURP

SUHYLRXV H[SHULHQFH DQG VDYH LWVHOI DQG WKH WD[SD\HU
V GROODUV E\ FKRRVLQJ DQRWKHU

VFHQDULR� 7KLV DUHD RI )RXQWDLQ &UHHN LV QRW VXLWHG WR D UHVHUYRLU EHFDXVH RI WKH

VKDOORZ ZDWHU GHSWK� $V QRWHG LQ WKH GUDIW (,6� WKH )RXQWDLQ &UHHN 5HVHUYRLU ZLOO EH D

VKDOORZ� QXWULHQW ULFK UHVHUYRLU� %\ GHILQLWLRQ� ZH EHOLHYH LW ZLOO SURYLGH D SRRU ZDWHU

VXSSO\ DQG SRRU DTXDWLF KDELWDW� ,W DOVR KDV D SRWHQWLDO IRU FUHDWLQJ PRUH SXEOLF

H[SHFWDWLRQ DQG VXIIHULQJ WKH VDPH VRFLRORJLFDO FRQIOLFWV RYHU UHVRXUFHV SUHVHQWO\

H[SHULHQFHG RQ 79$
V 1LFNDMDFN� &KLFNDPDXJD DQG *XQWHUVYLOOH UHVHUYRLUV� 7KHVH

ZHUH XQLQWHQGHG FRQVHTXHQFHV LQ WKRVH DUHDV� 1HLWKHU 79$� WKH VWDWH� RU FRXQW\

JRYHUQPHQWV FDQ DIIRUG WKH FRVW RI PDQDJLQJ WKH QDWXUDO UHVRXUFH FRQIOLFWV DQG LW

ZRXOG EH LQH[FXVDEOH WR NQRZLQJO\ FUHDWH WKHP� )XUWKHU� EXLOGLQJ WKH UHVHUYRLU ZLOO

FDXVH ELRORJLFDO ORVV DQG PDLQWDLQLQJ LW XQGHU ORZ GLVVROYHG R[\JHQ DQG ORZ IORZ

FLUFXPVWDQFHV ZLOO OLNHO\ WR FRQWLQXH WKLV WUHQG� 0DUW\ 0DULQD� ([HFXWLYH 'LUHFWRU�

7HQQHVVHH &RQVHUYDWLRQ /HDJXH� ��J

(��� , IHHO WKDW WKH )RXQWDLQ &UHHN RSWLRQ VKRXOG EH JLYHQ WKH ORZHVW SULRULW\ UDQNLQJ RI WKH

ILYH RSWLRQV� 7KH FDSLWDO FRVW �JLYHQ WKH DFWXDO ZDWHU GHPDQG� LV H[FHVVLYH� 7KH SURMHFW

LV HVVHQWLDOO\ �RYHUNLOO�� DQG WKH DPRXQW RI HQYLURQPHQWDO�VRFLDO GHVWUXFWLRQ LV

WKHUHIRUH XQZDUUDQWHG� 7KH RSHUDWLRQDO FRVWV ZLOO DOVR EH H[RUELWDQW� JLYHQ WKH

UHJLRQDO DWWLWXGH WR GHYHORS HYHU\ ZDWHU ERG\ DV D OX[XU\ JROI FRXUVH GHYHORSPHQW�

7KH EHVW WKH ORFDOV FRXOG KRSH IRU ZRXOG EH D 5DGQRU /DNH VFHQDULR� 5LFKDUG (�

/RFNZRRG� ��E

(��� 7KH )RXQWDLQ &UHHN 'DP $OWHUQDWLYH LV IUDXJKW ZLWK ERWK RSSRUWXQLW\ DQG OLPLWDWLRQV�

7KLV DOWHUQDWLYH DSSHDUV WR SURYLGH DQ DGHTXDWH ZDWHU VXSSO\� 7KH &ROXPELD 'DP

ODQG XVH (,6� DVVRFLDWHG GHHG UHVWULFWLRQV DQG DJHQF\ DJUHHPHQWV SURYLGH IRU

HQYLURQPHQWDO PLWLJDWLRQ� 2WKHU SHUPLW LVVXHV PXVW EH UHVROYHG EHIRUH SURMHFW

DSSURYDO� 0RUHRYHU� UHVHUYRLU
V VKDOORZ QDWXUH FUHDWHV FKDOOHQJHV IRU ZDWHU TXDOLW\� ,Q

QR HYHQW� KRZHYHU� VKRXOG WKH )RXQWDLQ &UHHN 'DP DOWHUQDWLYH EH DEDQGRQHG XQWLO

SURYLVLRQV KDYH EHHQ PDGH IRU DQ DGHTXDWH ZDWHU VXSSO\ WKURXJK ����� -XVWLQ 3�

:LOVRQ� 'HSXW\ WR WKH *RYHUQRU���G

5HVSRQVH WR &RPPHQWV (�� � (��� 7KHVH FRPPHQWV KLJKOLJKW WKH VHULRXV� ORQJ�

WHUP FRQVLGHUDWLRQV ZKLFK ZLOO KDYH WR EH FDUHIXOO\ HYDOXDWHG EHIRUH D GHFLVLRQ LV

PDGH FRQFHUQLQJ WKLV DOWHUQDWLYH� $OO RI WKH SRWHQWLDO DGYHUVH HIIHFWV ZRXOG KDYH WR

EH UHVROYHG RU VXEVWDQWLDOO\ RYHUVKDGRZHG E\ WKH H[SHFWHG EHQHILWV EHIRUH WKLV

DOWHUQDWLYH VKRXOG EH EXLOW�

(��� 7KH ODQG FXUUHQWO\ UHVHUYHG IRU DOWHUQDWLYH �%� �)RXQWDLQ &UHHN� VKRXOG EH UHWDLQHG LQ

WKDW VWDWXV IRU WKH IRUHVHHDEOH IXWXUH� 7:5$ ZRXOG EH DOORZHG WR RSHUDWH WKH ODQG

DUHD ZLWK D EDQ RQ DQ\ SHUPDQHQW VWUXFWXUHV� 7KLV ZRXOG UHPDLQ D SRVVLEOH

LPSRXQGPHQW DUHD� 'RXJODV .� 0LWFKHQHU� ��J
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(��� $OO ODQG SUHVHQWO\ RZQHG E\ 79$�6WDWH RI 7HQQHVVHH VKDOO EH PDQDJHG E\ 7:5$�

1RQH VKRXOG EH VROG WR WKH SXEOLF RU EH DOORZHG WR EH VTXDQGHUHG E\ RXU ORFDO JRYWV

>JRYHUQPHQWV "@� 7KLV ������ DFUHV ZLOO EH D MHZHO RI WKLV DUHD LI OHIW ZKROH DQG QRW

V\VWHPDWLFDOO\ VROG RU GHYHORSHG� 2XU ORFDO JRYWV DQG DJHQFLHV FDQQRW KDQGOH RZQLQJ

DQ\ RI WKLV ODQG� 7KH\ ZLOO WXUQ LW LQWR WUDLOHU SDUNV� 7KH SHRSOH WKDW JDYH LW XS DQG RXU

QH[W JHQHUDWLRQ GHVHUYH EHWWHU� 0LNH '� 3HQURG� ��E

5HVSRQVH WR &RPPHQWV (�� � (��� $W SUHVHQW� WKH IHGHUDO ODQG LQ WKH )RXQWDLQ

&UHHN ZDWHUVKHG LV SURSRVHG WR EH WUDQVIHUUHG WR WKH 6WDWH RI 7HQQHVVHH ZLWK

UHVWULFWLRQV RQ LWV XVH WKDW ZHUH GHVFULEHG XQGHU WKH SUHIHUUHG DOWHUQDWLYH LQ WKH

���� /DQG 8VH (,6� 7KRVH UHVWULFWLRQV ZRXOG H[FOXGH PDQ\ NLQGV RI DFWLYLWLHV RQ

WKH ODQG DQG PDLQWDLQ WKH SRVVLELOLW\ RI EXLOGLQJ D ZDWHU VXSSO\ UHVHUYRLU LQ WKH

)RXQWDLQ &UHHN ZDWHUVKHG XQWLO ���� RU ZKHQ D GHFLVLRQ ZDV PDGH QRW WR EXLOG

VXFK D UHVHUYRLU�

(��� >:@H UHFRJQL]H WKDW WKH )RXQWDLQ &UHHN 5HVHUYRLU ZRXOG DSSDUHQWO\ EHFRPH SDUW RI WKH

79$ V\VWHP DQG ZRXOG WKHUHIRUH EH PDQDJHG E\ 79$� ZKLFK KDV GHPRQVWUDWHG

VLJQLILFDQW H[SHUWLVH DQG VXFFHVV LQ UHVHUYRLU PDQDJHPHQW� (3$� ��O

5HVSRQVH WR &RPPHQW (��� ,QIRUPDWLRQ SUHVHQWHG LQ 6HFWLRQ ��� DQG ���

LQGLFDWHV WKDW 79$ LV QRW SURSRVLQJ WR GHVLJQ RU FRQVWUXFW DQ\ RI WKHVH DOWHUQDWLYHV�

:KLOH DQ\ UHVHUYRLU EXLOW LQ WKH )RXQWDLQ &UHHN EDVLQ ZRXOG EH ZLWKLQ WKH

7HQQHVVHH 5LYHU ZDWHUVKHG� 79$ LV QRW SODQQLQJ WR PDQDJH VXFK D SURMHFW�

(��� 7KH )RXQWDLQ &UHHN SURSRVDO LV FRVWO\� RI KLJK HQYLURQPHQWDO DQG ODQGRZQHU LPSDFW�

DQG KDV ULVN RI IDLOXUH IRU WKH VDPH UHDVRQV &ROXPELD 5HVHUYRLU 3URMHFW IDLOHG� -RKQ

0� 3URFWHU� (ON�'XFN 5LYHU &KDSWHU� 7URXW 8QOLPLWHG� ��E

5HVSRQVH WR &RPPHQW (��� 7KH (,6 LGHQWLILHV DOO RI WKH NQRZQ LVVXHV ZKLFK

ZRXOG QHHG WR EH HYDOXDWHG EHIRUH D GHFLVLRQ LV PDGH WR FRQVWUXFW DQ\ DGGLWLRQDO

ZDWHU VXSSO\ SURMHFW�V�� %RWK WKH (,6 DQG PDQ\ RI WKH FRPPHQWV RQ WKDW GRFXPHQW

KLJKOLJKW LVVXHV DERXW D SRVVLEOH UHVHUYRLU ZKLFK ZRXOG KDYH WR EH DGGUHVVHG EHIRUH

VXFK D SURMHFW VKRXOG EH EXLOW�

(��� %HIRUH \RX JHW WRR H[FLWHG DERXW DQ\ RQH RI WKHVH DOWHUQDWLYHV� WDNH D JRRG ORRN DW WKH

SHRSOH ZKR DUH JRLQJ WR KDYH WR JLYH XS WKHLU KRPHV DQG WKHLU IDUPV� :H
YH GRQH LW

RQFH� LW GLGQ
W ZRUN� )RRO PH RQFH� VKDPH RQ \RX� IRRO PH WZLFH� VKDPH RQ PH� $QG

KH ZKR ZRXOG LJQRUH KLVWRU\ LV GRRPHG WR UHSHDW LW� 3OHDVH GHDU *RG� OHW WKHUH EH D

ZLVH KHDG LQ WKLV FURZG� 'RQ
W GR LW DJDLQ� &DURO\Q 'HUU\EHUU\� ��F

(��� 7KHUH QHHGV WR EH VRPHERG\ WR FKHFN WKLV RXW WR VHH LI WKH HQYLURQPHQWDOLVWV DUH JRLQJ

WR OHW \RX EXLOG >D GDP@ EHIRUH \RX JR RXW WKHUH DQG VWDUW WDNLQJ ODQG OLNH \RX GLG

EHIRUH� 7KH\ JRW WKH FDUW EHIRUH WKH KRUVH WKH ODVW WLPH DQG WKH\ ZHQW RXW WKHUH DQG

VWDUWHG WDNLQJ ODQG DQG WKHQ WKH\ IRXQG RXW WKH\ FRXOGQ
W FRPSOHWH LW� 7KH EODPH ZDV

ODLG RQ &RQJUHVV� 7KH\ VDLG &RQJUHVV JDYH WKHP WKH PRQH\ DQG WROG WKHP WR GR LW DQG

WKDW
V WKH UHDVRQ LW ZDV GRQH� 7KH WKUHH -XGJHV ZH VWRRG EHIRUH LQ &LQFLQQDWL WROG RXU

ODZ\HUV WKDW ZH QHHGHG WR WDNH WKLV WR &RQJUHVV DQG LW
V WKHLU MRE WR VWUDLJKWHQ LW XS

DQG WKDW
V ZKHUH LW
V DW WRGD\� LQ &RQJUHVV� :LOOLDP 'HUU\EHUU\� ��F

5HVSRQVH WR &RPPHQWV (�� � (��� $OO RI WKH LPSRUWDQW LVVXHV DVVRFLDWHG ZLWK

EXLOGLQJ DQG RSHUDWLQJ WKLV UHVHUYRLU VKRXOG EH UHVROYHG EHIRUH DQ\ DFWLRQ LV WDNHQ

WR PRYH SHRSOH RII RI WKHLU ODQG� 79$ DQG WKH RWKHU FRRSHUDWLQJ DJHQFLHV DUH YHU\

PXFK DZDUH RI WKH DQJXLVK PDQ\ SHRSOH LQ WKH &ROXPELD DUHD IHHO DERXW WKH ORVV RI

WKHLU ODQG IRU D UHVHUYRLU SURMHFW WKDW ZDV QHYHU EXLOW�
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(��� 9HU\ OLWWOH KDV EHHQ VDLG DERXW WKH UHFUHDWLRQDO DGYDQWDJHV WKLV SURMHFW RIIHUV� 2XU FLW\

DQG FRXQW\ HOHFWHG RIILFLDOV KDYH PDGH WKH FRXQW\ D UHFUHDWLRQ FHQWHU DQG DUH

DWWHPSWLQJ WR GR PRUH DW WKH SUHVHQW WLPH ZLWK WKH ODQG WKDW KDV EHHQ SXUFKDVHG E\

79$� 7KH SHRSOH DUH SD\LQJ � FHQWV SHU ���� JDOORQV RI ZDWHU XVHG� 7KH )RXQWDLQ

&UHHN 5HVHUYRLU LV D SDUW RI WKH &ROXPELD 'DP SURMHFW� 6R OHWV ILQLVK D SDUW RI WKH

&ROXPELD 'DP 3URMHFW� 5DOSK *� 0DGGX[� ��E

(��� >7@KH DYHUDJH GHSWK >RI D )RXQWDLQ &UHHN 5HVHUYRLU@ ZRXOG RQO\ EH �� IHHW� , GRQ
W

NQRZ DERXW \RX EXW , VHH D IHZ VSRUWVPHQ RXW KHUH� �� IHHW ZRXOG EH VRPH SUHWW\ JRRG

ILVKLQJ� HVSHFLDOO\ IRU VRPH &UDSSLH DQG %ULP DQG WKDW
V ZKDW , HQMR\ ILVKLQJ IRU� :H

GLGQ
W WDON DERXW WKH UHFUHDWLRQDO XVHV� 7KHUH ZLOO EH UHFUHDWLRQDO XVHV IRU )RXQWDLQ

&UHHN� :D\QH 5RPHVEHUJ� ��K

5HVSRQVH WR &RPPHQWV (�� � (��� $V GHVFULEHG LQ WKH /DQG 8VH (,6� WKH

UHFUHDWLRQ EHQHILWV WKDW ZHUH SDUW RI WKH &ROXPELD 'DP 3URMHFW DUH QRZ SURSRVHG WR

EH PHW LQ WKH IXWXUH XVHV RI WKH ODQG DORQJ WKH 'XFN 5LYHU� $V GHVFULEHG LQ 6HFWLRQ

���� WKH SXUSRVH RI $OWHUQDWLYH % ZRXOG EH ZDWHU VXSSO\� $OVR DV GHVFULEHG LQ

6HFWLRQV ��� DQG ����� UHFUHDWLRQDO DQG RWKHU XVHV RI WKH UHVHUYRLU SUREDEO\ ZRXOG

KDYH WR EH VXEVWDQWLDOO\ UHVWULFWHG WR SURWHFW WKH TXDOLW\ RI WKDW ZDWHU VXSSO\�

(��� 7KH FRVW� ,
P QRW VXUH DERXW WKH GROODU ILJXUHV ,
YH VHHQ WRQLJKW EHFDXVH , GRQ
W NQRZ LI

ZH DUH WDONLQJ DERXW WRGD\
V GROODUV RU WRPRUURZ
V GROODUV� ,I LW
V WRPRUURZ
V GROODUV� ,

ZRXOG VD\ \RX DUH ZD\ RXW RI OLQH� 5DQG\ 6KRUW� ��F

(��� >7@KH � � � DSSUR[LPDWH ���0 FRVW >RI D )RXQWDLQ &UHHN 5HVHUYRLU@� LW ZDV DOVR

SXW LQ WKDW FRXOG EH SOXV RU PLQXV ���� :HOO WKDW PHDQV LI ZH ZDWFK RXU FRQVWUXFWLRQ

FRVW� WKLV GDP FRXOG EH FRPSOHWHG IRU DV OLWWOH DV ���0 LI ZH SLQFK SHQQLHV� ,I ZH GRQ
W

SLQFK SHQQLHV� LW FRXOG ���0� , DOVR QRWLFHG ZKHQ ZH WDONHG DERXW WKH SLSHOLQHV� ZH

QHYHU GLG VD\ LI WKDW ZDV JRLQJ WR EH SOXV RU PLQXV ���� %HLQJ WKDW LW ZDV QRW VDLG� ,

DP JRLQJ WR DVVXPH WKDW LW ZDVQ
W VR ZKHQ ZH DUH ORRNLQJ DW SRVVLEO\ D ���0 YHUVXV

VRPH RI WKHVH ���0 DQG ���0 DOWHUQDWLYHV� KH\ ZH DUH LQ WKH QHLJKERUKRRG� :D\QH

5RPHVEHUJ� ��L

5HVSRQVH WR &RPPHQWV (�� � (��� 7KH §RUGHU RI PDJQLWXGH¨ FRVW HVWLPDWHV

LQFOXGHG LQ WKH (,6 KDYH D ZLGH DFFXUDF\ UDQJH � � �� SHUFHQW� DQG ZHUH SUHVHQWHG

RQO\ WR KHOS FRPSDUH WKH DOWHUQDWLYHV� 7KH SUHVHQW �<HDU ����� FRVW HVWLPDWHV ZRXOG

EH UHILQHG FRQVLGHUDEO\ DV GHWDLOV RI WKH SURMHFW�V� ZHUH LGHQWLILHG�

(��� >,@I ZH GR GHFLGH WR JR ZLWK $OWHUQDWLYH %� ZKDW ZH QHHG WR GR LV PDNH D VROLG

FRPPLWPHQW EHKLQG LW� QR EDLOLQJ RXW IURP SUHVVXUHV RI DQ\ JURXS� , GRQ
W NQRZ LI 79$

ZLOO HYHQ KDYH DQ\WKLQJ WR GR ZLWK LW� EXW LI WKH\ GR� , ZRXOG OLNH WR PDNH VXUH WKDW 79$

GRHV ILJKW IRU )RXQWDLQ &UHHN OLNH WKH\ GLG ILJKW IRU 7HOOLFR \HDUV DJR EHFDXVH ZKHQ

WKH\ IRXJKW IRU 7HOOLFR� WKH\ ZRQ DOO WKH ZD\ WR WKH 6XSUHPH &RXUW� :D\QH

5RPHVEHUJ� ��N

5HVSRQVH WR &RPPHQW (��� )HGHUDO DQG VWDWH DJHQFLHV FDQ HYDOXDWH IXWXUH ZDWHU

QHHGV RQ D UHJLRQDO VFDOH� LGHQWLI\ FRQFHSWXDO RSWLRQV� DQG FRQGXFW JHQHULF

HYDOXDWLRQV RI WKRVH RSWLRQV� 0HHWLQJ WKH GD\�WR�GD\ ZDWHU QHHGV RI WKH &ROXPELD

DUHD ZLOO UHTXLUH WKH OHDGHUVKLS DQG FRRSHUDWLRQ RI ORFDO DJHQFLHV DQG RIILFLDOV� 79$

LWVHOI LV QRW SODQQLQJ WR EXLOG RU RSHUDWH D UHVHUYRLU RQ )RXQWDLQ &UHHN�
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(��� , WKLQN WKDW WKH )RXQWDLQ &UHHN 'DP ZRXOG SUREDEO\ GR D ORW WR VHWWOH D ORW RI HPRWLRQV

DQG D ORW RI WKH GHIHDWHG DWWLWXGHV DURXQG KHUH� WKDW ILQDOO\ VRPHERG\ KDV D FKDQFH WR

GR VRPHWKLQJ ULJKW LQ WKLV FRXQW\ LI WKH\ FDQ IROORZ WKURXJK� 6KDURQ 9DXJKQ� ��F

5HVSRQVH WR &RPPHQW (��� 79$ DOVR LV YHU\ PXFK DZDUH WKDW WKH 'XFN 5LYHU

3URMHFW KDV EHHQ §XQGHUZD\¨ IRU RYHU �� \HDUV DQG WKDW PRVW RI WKH §DFWLYLW\¨ KDV EHHQ

FRQIOLFW EHWZHHQ RQH JURXS DQG DQRWKHU� &RPSOHWLQJ WKH ODVW SDUW RI WKLV SURMHFW

�LGHQWLI\LQJ ZD\V WR PHHW WKH ZDWHU QHHGV� ZLOO DOORZ HYHU\RQH WR FORVH RXW WKLV SDUW RI

RXU KLVWRU\ DQG IRFXV RQ QHZ RSSRUWXQLWLHV�

(��� >7@KH 0DXU\ $OOLDQFH %RDUG RI 'LUHFWRUV UHFRPPHQGV WKDW� D� ZRUN EHJLQ RQ WKH

SODQQLQJ DQG ILQDQFLQJ RI WKH )RXQWDLQ &UHHN DOWHUQDWLYH LQ RUGHU WR PHHW WKH WLPHWDEOH

QHFHVVDU\ WR DYHUW DQ\ SRWHQWLDO ZDWHU VKRUWDJH LVVXHV� DQG E� 79$ DQG WKH 6WDWH RI

7HQQHVVHH VXSSRUW ORFDO DQG UHJLRQDO DJHQFLHV LQ WKHLU SXUVXLW RI WKHLU FROOHFWLYHO\

DJUHHG XSRQ EHVW DOWHUQDWLYHV WR ZDWHU VXSSO\ DQG ZDVWHZDWHU GLVSRVDO WKDW EHQHILW WKH

FRPPXQLW\� LWV UHVLGHQWV� DQG WKH TXDOLW\ RI OLIH LQ PLGGOH 7HQQHVVHH� )UDQN 0�

7DPEHUULQR� 3UHVLGHQW� 0DXU\ $OOLDQFH� ��E

5HVSRQVH WR &RPPHQW (��� 79$ KDV SUHSDUHG WKLV (,6 WR KHOS HYHU\RQH LQ WKH

XSSHU 'XFN 5LYHU EDVLQ XQGHUVWDQG WKH DOWHUQDWLYHV WKDW DUH DYDLODEOH WR PHHW

IXWXUH ZDWHU QHHGV DQG WKH SRWHQWLDO HIIHFWV WKRVH DOWHUQDWLYHV FRXOG KDYH RQ WKH

DUHD� 1RZ� ORFDO ZDWHU VXSSO\ DJHQFLHV KDYH WR FRQVLGHU DOO RI WKH DYDLODEOH

LQIRUPDWLRQ� GHYHORS GHWDLOHG SODQV IRU OLNHO\ DOWHUQDWLYHV� DQG JDLQ SXEOLF VXSSRUW

IRU WKRVH SURMHFWV�
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)�� 3OHDVH RSW IRU WKH ULYHU PLOH ��� LQWDNH DOWHUQDWLYH� 3� )� &OHPHQV� ��

)�� , KDYH ORRNHG RYHU WKH DOWHUQDWLYHV SURSRVHG� WKH RQH RXWOLQLQJ D GRZQVWUHDP

LQWDNH IRU &ROXPELD DSSHDUV WR EH WKH OHDVW GDPDJLQJ DQG DOVR WKH OHDVW

H[SHQVLYH� -HII 6WHZDUW� ��E

)�� 2I WKH IRXU DOWHUQDWLYHV SUHVHQWHG� �$OWHUQDWLYH & 'RZQVWUHDP ZDWHU ,QWDNH�� SURYLGHV

WKH PRVW ZDWHU LQ FXELF IHHW SHU VHFRQG IRU WKH OHDVW FRVW DQG KDV WKH OHDVW SRWHQWLDO IRU

DGYHUVH HQYLURQPHQWDO HIIHFWV� 0DUMRULH 6� &ROOLHU� 3UHVLGHQW� )ULHQGV RI 6KRUW

6SULQJV� ��H

)�� $IWHU VWXG\LQJ WKH 'UDIW (,6� ([HFXWLYH 6XPPDU\� RI WKH )XWXUH :DWHU 6XSSO\ 1HHGV LQ

WKH 8SSHU 'XFN 5LYHU %DVLQ� DQG FRQVXOWLQJ UHVSHFWHG NQRZOHGJHDEOH LQGLYLGXDOV

FRQFHUQLQJ WKH SRWHQWLDO LPSDFW RI WKH DOWHUQDWLYH SURSRVDOV WR DGGUHVV VXFK QHHGV� ,

KDYH FRQFOXGHG WKDW $OWHUQDWLYH & ZRXOG EH LQ WKH EHVW ORQJ UXQ LQWHUHVWV RI DUHD

UHVLGHQWV� 3OHDVH� WKHQ� VKRZ WKDW , IDYRU $OWHUQDWLYH &� 5REHUW )� 6KDQNV� ��D

)�� $V D OLIHORQJ UHVLGHQW DQG RZQHU RI ULYHU ERWWRPV DQG EDQNV DORQJ WKH 'XFN 5LYHU

EHORZ 1RUPDQG\ 'DP� , ZRXOG OLNH WR DVN VXSSRUW IURP 79$ IRU $OWHUQDWLYH &

�'RZQVWUHDP :DWHU ,QWDNH� LQ ZKDW ZRXOG VHHP WR EH WKH PRVW SUDFWLFDO DQG OHDVW

REMHFWLRQDEOH DQVZHU WR SURYLGLQJ PRUH ZDWHU IRU &ROXPELD DQG RWKHU GRZQVWUHDP

FRPPXQLWLHV� 3ROO\ 'HPHQW 2HWWLQJHU� ��D

)�� 2I WKH RSWLRQV OLVWHG IRU DVVXPLQJ D ZDWHU VXSSO\ IRU 0DXU\�:LOOLDPVRQ FRXQWLHV LQ

WKH 8SSHU 'XFN 5LYHU %DVLQ� , EHOLHYH WKH 'XFN 5LYHU ,QWHUIDFH &RQGXLW DW PLOH ���

SODQ LV WKH RQH WR LPSOHPHQW DQG , FDVW P\ YRWH LQ LWV IDYRU� :H QHHG WR XVH DQG

FRQVHUYH RXU ZDWHU UHVHUYRLU FDUHIXOO\ DQG , DSSUHFLDWH 79$ªV HIIRUWV WR GR VR� +HQU\

/HZLV� ��

)�� 2I DOO WKH VROXWLRQV RIIHUHG� LW DSSHDUV WKDW WKH RQO\ ORJLFDO SDWK LV WKH �'XFN 5LYHU

,QWDNH &RQGXLW� DW ULYHU PLOH ���� 7KLV ZRXOG SURYLGH WKH ORQJHVW VXSSO\ IRU WKH EHVW

SULFH DQG ZRXOG DYRLG GRLQJ KDUP WR WKH 6KRUW 6SULQJV 6WDWH 1DWXUDO $UHD� 7KH 6WDWH

1DWXUDO $UHD ZDV GHFODUHG DIWHU PDQ\ \HDUV RI ZRUN DQG VWXG\� ,W LV D SODFH RI QDWXUDO

EHDXW\ WR EH SUHVHUYHG DV WKH WRZQ DQG FRXQW\ FRQWLQXH WR JURZ� $QJHOD %� $UQROG�

��

)�� 2I WKH ILYH DOWHUQDWLYHV SUHVHQWHG WR VXSSO\ WKH ZDWHU QHHGV RI WKH 8SSHU 'XFN 5LYHU

%DVLQ� $OWHUQDWLYH & �'RZQVWUHDP :DWHU ,QWDNH� LV WKH SUHIHUUHG DOWHUQDWLYH� 7KLV

DOWHUQDWLYH LV WKH PRVW FRVW HIIHFWLYH� ,Q WHUPV RI FRVW SHU FXELF IRRW RI ZDWHU VXSSOLHG�

$OWHUQDWLYH & LV WKH ORZHVW FRVW E\ RYHU D IDFWRU RI WZR� $OWHUQDWLYH & ZLOO DOVR SURYLGH

WKH UHTXLUHG ZDWHU QHHGHG WKURXJK WKH \HDU ����� � � � � $OWHUQDWLYH & LV WKH RQO\

DOWHUQDWLYH WKDW PHHWV WKH ZDWHU QHHGV DW D UHDVRQDEOH FRVW DQG LV QRW GHWULPHQWDO WR

WKH HQYLURQPHQW� 'HQQLV '� +RUQ� ��D

)�� $IWHU DQ RSHQ GLVFXVVLRQ� ZH XQDQLPRXVO\ DJUHHG WKDW WKH 'RZQVWUHDP :DWHU ,QWDNH

LV WKH OHDVW REMHFWLRQDEOH SURSRVDO � � � � IRU WKH EHQHILW RI WKH (ON DQG 'XFN 5LYHU

WDLOZDWHUV� $GGLWLRQDOO\ LW LV WKH OHDVW GLVWXUELQJ IRU FRPPXQLWLHV LQ WKH 'XFN 5LYHU

EDVLQ RXWVLGH WKH QHHG DUHD RI &ROXPELD� 7KH (,6 ZDV YHU\ WKRURXJK� DQG DOWKRXJK LW

ODFNV LQ VSHFLILF GHWDLO UHJDUGLQJ LVVXHV LPSRUWDQW WR SUHVHUYLQJ FROG ZDWHU ILVKHULHV�

WKHUH LV SOHQW\ RI LQIRUPDWLRQ WR FRQFOXGH WKLV EHVW RSWLRQ� 6HFRQG ORZHVW FRVW� OHDVW
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HQYLURQPHQWDO LPSDFW� SUR[LPLW\ WR QHHG �&ROXPELD�� VKRUWHVW SLSHOLQH� VXIILFLHQW FIV

LQFUHDVH WR VDWLVI\ ���� SURMHFWLRQV� DOO FOHDUO\ VXSSRUW WKLV RSWLRQ� 7KHUH LV OLWWOH ZDWHU

QHHG GRZQVWUHDP RI &ROXPELD� VR LW VHHPV PRVW MXVW IRU &ROXPELD WR GUDZ ZDWHU

FORVHU WR KRPH DQG ZLWKRXW LPSDFWLQJ D ODUJHU SRSXODWLRQ RXWVLGH WKLV QHHG DUHD

XSVWUHDP� -RKQ 0� 3URFWHU� (ON�'XFN 5LYHU &KDSWHU� 7URXW 8QOLPLWHG� ��D

5HVSRQVH WR &RPPHQWV )� � )�� &RPPHQWV QRWHG� 3UHVHQW LQIRUPDWLRQ

FRQFHUQLQJ WKH HIIHFWV RI HDFK DOWHUQDWLYH DUH GLVFXVVHG LQ &KDSWHU � DQG DUH

VXPPDUL]HG LQ 6HFWLRQ ����

)��� , VXSSRUW RQH RI WKH SLSHOLQH DOWHUQDWLYH �&	(� ZLWK & SUREDEO\ EHLQJ VXSHULRU WR (�

/RXLVH *QHQIOR� ��E

)��� $OWHUQDWLYHV & DQG (� UHVSHFWLYHO\� ZLOO SURYLGH WKH PRVW FRVW HIIHFWLYH UHVXOWV�

ZLOO SURYLGH ORQJHU�WHUP UHVXOWV� DQG DUH WKH OHDVW GHVWUXFWLYH WR WKH HQYLURQPHQW�

.HYLQ &� )LWFK� ��F

)��� 7KHUH DUH WZR DOWHUQDWLYHV� & DQG (� WKDW ZRXOG FDXVH OHVV ODQG GLVWXUEDQFH DQG KDYH

IDU OHVV SRWHQWLDO IRU DGYHUVH HQYLURQPHQWDO HIIHFWV� 2I WKHVH� $OWHUQDWLYH & VXSSOLHV

PRUH ZDWHU� UHTXLUHV D VKRUWHU SLSHOLQH� DQG LV OHVV FRVWO\ WKDQ $OWHUQDWLYH ( �7LPV

)RUG SLSHOLQH�� )RU WKHVH UHDVRQV 7HQQHVVHH &LWL]HQV IRU :LOGHUQHVV 3ODQQLQJ SUHIHUV

$OWHUQDWLYH >&@� ,I� KRZHYHU� RWKHU HQYLURQPHQWDO FRQVLGHUDWLRQV �H�J�� VLJQLILFDQW

KDELWDW� VKRXOG PDNH $OWHUQDWLYH ( SUHIHUDEOH� LW ZRXOG EH DFFHSWDEOH WR XV� /LDQH %�

5XVVHOO� IRU WKH 7HQQHVVHH &LWL]HQV IRU :LOGHUQHVV 3ODQQLQJ %RDUG RI 'LUHFWRUV�
��G

)��� $FWLRQ $OWHUQDWLYHV & DQG ( �WKH 'RZQVWUHDP :DWHU ,QWDNH DQG WKH 7LPV )RUG

3LSHOLQH� UHVSHFWLYHO\� SUHVHQW VROXWLRQV WKDW 7KH 1DWXUH &RQVHUYDQF\ EHOLHYHV DUH

PRUH SRVLWLYH DQG EDODQFHG� %RWK RI WKHVH DOWHUQDWLYHV KDYH ORZHU SURMHFWHG

HQYLURQPHQWDO LPSDFWV WKDQ $OWHUQDWLYHV % DQG ' DQG DUH DQ RUGHU RI PDJQLWXGH OHVV

H[SHQVLYH WKDQ WKH )RXQWDLQ &UHHN UHVHUYRLU� $Q LQWDNH EHORZ &ROXPELD DW 'XFN 5LYHU

0LOH ��� ZRXOG PHHW SURMHFWHG QHHGV IRU 0DXU\ DQG VRXWKHUQ :LOOLDPVRQ FRXQWLHV EXW

GRHV QRW DGGUHVV SRWHQWLDO ZDWHU QHHGV LQ 0DUVKDOO DQG %HGIRUG FRXQWLHV� SDUWLFXODUO\

LI SRSXODWLRQ JURZWK LQ WKHVH FRXQWLHV H[FHHGV SURMHFWLRQV� � � � � &RQFHUQV WKDW

VXUURXQG $OWHUQDWLYHV & DQG ( LQFOXGH FRQVWUXFWLRQ RI WKH SLSHOLQH� SODFHPHQW RI WKH

GLVFKDUJH SRLQW� LQFUHDVHG HURVLRQ DQG WXUELGLW\� DOWHUDWLRQ RI ZDWHU WHPSHUDWXUH� DQG

WUDQVIHU RI VSHFLHV� +RZHYHU� WKHVH FRQFHUQV ZRXOG XOWLPDWHO\ EH DGGUHVVHG GXULQJ

WKH GHVLJQ DQG LPSOHPHQWDWLRQ SURFHVV� /HVOLH &ROOH\� 7KH 1DWXUH &RQVHUYDQF\ RI

7HQQHVVHH� ��I

)��� 7KLV OHWWHU LV LQ RSSRVLWLRQ WR DOO WKH DOWHUQDWLYHV SURSRVHG LQ \RXU 'UDIW (QYLURQPHQWDO

,PSDFW 6WDWHPHQW RQ WKH )XWXUH :DWHU 6XSSO\ 1HHGV LQ WKH 8SSHU 'XFN 5LYHU %DVLQ�

:H UHJDUG WKH SURSRVHG DOWHUQDWLYHV DV D KLJKO\ XQGHVLUDEOH FRXUVH RI DFWLRQ IRU

VHYHUDO UHDVRQV� >&RPPHQWV DUH SURYLGHG LQ VHYHUDO VXEMHFW DUHDV@ +RZHYHU� LI DQ\

RI WKH SURSRVHG DOWHUQDWLYHV PXVW EH FKRVHQ� ZH VXSSRUW $OWHUQDWLYH &� 'RZQVWUHDP

:DWHU ,QWDNH� (QYLURQPHQWDO 6FLHQFH *UDGXDWH 6WXGHQWV� 8QLYHUVLW\ RI

7HQQHVVHH DW &KDWWDQRRJD� ��D

5HVSRQVH WR &RPPHQWV )�� � )��� &RPPHQWV QRWHG�

)��� $GGLWLRQDO FRQVLGHUDWLRQ RI ORZ�IORZ LPSDFWV IURP LPSOHPHQWDWLRQ RI $OWHUQDWLYH &� WKH

SLSHOLQH WR GRZQVWUHDP UHDFKHV RI WKH 'XFN 5LYHU� VKRXOG EH IXUWKHU HYDOXDWHG DQG

GLVFXVVHG� $OO LPSDFWV VKRXOG EH ZHLJKHG DQG DVVHVVHG WR FRQWUDVW HDFK DOWHUQDWLYH

IXOO\� -XVWLQ 3� :LOVRQ� 'HSXW\ WR WKH *RYHUQRU���K
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)��� ,W LV GLIILFXOW WR DVVHVV WKH LPSDFW RI WKLV DOWHUQDWLYH ZLWKRXW KDYLQJ VROLG LQIRUPDWLRQ

RQ IXWXUH FXPXODWLYH ZLWKGUDZDO GHPDQGV RQ WKH 'XFN 5LYHU� LQFOXGLQJ GLUHFW

LQGXVWULDO DQG DJULFXOWXUDO XVH� $V WKH SHUFHQWDJH RI 'XFN 5LYHU ORZ IORZ FRPSULVHG RI

WUHDWHG ZDVWHZDWHU LQFUHDVHV� WKHUH LV D FRUUHVSRQGLQJ LQFUHDVH LQ WKH YXOQHUDELOLW\ RI

'XFN 5LYHU ILVK DQG DTXDWLF OLIH WR SROOXWLRQ HSLVRGHV� 7KH SRWHQWLDO DGYHUVH LPSDFWV RI

WKLV DOWHUQDWLYH GXULQJ SHULRGV RI H[WHQGHG ORZ IORZ VKRXOG EH IXUWKHU H[SORUHG� $EUH\

0F.LQQH\� (QYLURQPHQWDO 6HUYLFHV 'LYLVLRQ� 7:5$� ��E

)��� 7DNLQJ ZDWHU IURP GRZQVWUHDP RI WKH &ROXPELD GLVFKDUJH QHHGV PRUH LQIRUPDWLRQ

EHIRUH LW FDQ EH D YLDEOH FKRLFH� 7KLV (,6 GRHV QRW FRQVLGHU FRQVWUXFWLRQ RU ORZ�IORZ

LPSDFWV WR JURXQG ZDWHU� VXUIDFH ZDWHU� DTXDWLF OLIH� WHUUHVWULDO OLIH� RU HQGDQJHUHG

VSHFLHV� )XUWKHU LW GRHV QRW DGGUHVV FRQVHTXHQFHV WR WKH VXSSO\ RU ELRORJLFDO OLIH IURP

FRQWLQXRXVO\ UHF\FOLQJ ZDWHU VR FORVH WR WKH RXWIORZ SLSH� :KDW ZLOO EH WKH DWWHQGDQW

FRVW RI ZDVWHZDWHU DQG IUHVKZDWHU WUHDWPHQW RU ELRORJLFDO ORVV" 0DUW\ 0DULQD�

([HFXWLYH 'LUHFWRU� 7HQQHVVHH &RQVHUYDWLRQ /HDJXH� ��K

5HVSRQVH WR &RPPHQWV )�� � )��� 7KH LQIRUPDWLRQ SUHVHQWHG LQ 6HFWLRQ ���

VXPPDUL]HV DQG FRPSDUHV ZKDW LV NQRZQ DERXW WKH SRWHQWLDO HIIHFWV RI HDFK

DOWHUQDWLYH RQ WKH HQYLURQPHQW� $V LQGLFDWHG WKHUH DQG LQ WKH PRUH GHWDLOHG

GLVFXVVLRQV SUHVHQWHG LQ &KDSWHU �� WKH SUHVHQW FRQFHSW RI WKLV DOWHUQDWLYH ZRXOG

QRW UHGXFH WKH IORZ GRZQVWUHDP IURP WKH QHZ LQWDNH EHORZ ��� FIV RU VXEVWDQWLDOO\

GHJUDGH WKH TXDOLW\ RI DTXDWLF KDELWDW FRQGLWLRQV LQ WKDW DUHD� EXW ZRXOG RIIVHW RU

DXJPHQW WKH IORZ DQG KDELWDW FRQGLWLRQV LQ WKH ULYHU GRZQVWUHDP IURP WKH SUHVHQW

&ROXPELD ZDWHU LQWDNH� $V ZLWK HDFK RI WKH RWKHU DOWHUQDWLYHV� WKH OLNHO\ HIIHFWV RI

$OWHUQDWLYH & ZRXOG KDYH WR EH FRQILUPHG DQG XSGDWHG DV WKH VSHFLILF GHWDLOV RI WKH

SURMHFW�V� ZHUH GHYHORSHG�

)��� >7@KHUH DUH FRQFHUQV ZLWK � � � SXPSLQJ ZDWHU IURP EHORZ &ROXPELD EDFN WR WKH ZDWHU

WUHDWPHQW SODQW� ,I ZDWHU LV WR EH SXPSHG IURP EHORZ &ROXPELD EDFN WR WKH SODQW� LW LV

VXJJHVWHG WKDW WKH GLVFKDUJH EH LQWR WKH 'XFN 5LYHU EHORZ WKH LQWDNH� 7KLV ZRXOG

SURYLGH WKH DGGLWLRQDO ZDWHU WR PHHW WKH ORZ IORZ FRQGLWLRQV HVWDEOLVKHG IRU WKH 'XFN

5LYHU ZKLOH DOORZLQJ &ROXPELD WR ZLWKGUDZ PRUH ZDWHU IURP WKH 'XFN DW WKH FXUUHQW

LQWDNH ORFDWLRQ� 7KH 'LYLVLRQ LV QRW UHFHSWLYH WR WKH LGHD RI XVLQJ WKLV UHWXUQHG ZDWHU LQ

WKH LQWDNH� :� 'DYLG 'UDXJKRQ� -U�� 'LYLVLRQ RI :DWHU 6XSSO\� 7'(&� ��G

5HVSRQVH WR &RPPHQW )��� 7KLV VXJJHVWLRQ LV D VXEMHFW ZKLFK ORFDO DJHQFLHV PD\

ZDQW WR FRQVLGHU LI WKH\ FKRRVH WR SXUVXH VRPH IRUP RI $OWHUQDWLYH &� $V LQGLFDWHG

LQ 6HFWLRQV ���� DQG ���� WKH H[LVWLQJ WUHDWPHQW SODQW LQ &ROXPELD GRHV QRW KDYH

WKH FDSDFLW\ WR WUHDW DOO RI WKH ZDWHU WKDW LV SURMHFWHG WR EH QHHGHG VWDUWLQJ VRPH

WLPH DIWHU ����� ,I DGGLWLRQDO VSDFH IRU H[SDQVLRQ RI WKH ZDWHU WUHDWPHQW SODQW

EHFRPHV DYDLODEOH LQ &ROXPELD� ORFDO LQWHUHVWV PLJKW FRQVLGHU ZLWKGUDZLQJ DOO RI WKH

QHHGHG ZDWHU WKURXJK WKH H[LVWLQJ LQWDNH DQG� ZKHQ QHFHVVDU\� DXJPHQWLQJ WKH IORZ

LQ WKH ULYHU XVLQJ ZDWHU ZLWKGUDZQ VRPH GLVWDQFH GRZQVWUHDP� $OWHUQDWLYH

DSSURDFKHV DOUHDG\ PHQWLRQHG LQ WKH GHVFULSWLRQ RI $OWHUQDWLYH & LQ 6HFWLRQ ���

LQFOXGH WUHDWLQJ ZDWHU IURP D GRZQVWUHDP LQWDNH FORVHU WR WKH VRXUFH RU FORVHU WR

FXVWRPHUV OLYLQJ LQ WKDW SDUW RI WKH VHUYLFH DUHD� $V LQGLFDWHG LQ 6HFWLRQ ���� WKH

ZDWHU LQ WKH 'XFN 5LYHU QHDU 5LYHU 0LOH ��� SUHVHQWO\ PHHWV DOO DSSOLFDEOH ZDWHU

TXDOLW\ FULWHULD DQG LV FODVVLILHG IRU GRPHVWLF ZDWHU VXSSO\ XVH� (VSHFLDOO\ LI DOO

DSSURSULDWH VRXUFH ZDWHU SURWHFWLRQ PHDVXUHV ZHUH IROORZHG� 79$ VHHV QR UHDVRQ

ZK\ D PXQLFLSDO ZDWHU VXSSO\ LQWDNH FRXOG QRW EH ORFDWHG LQ WKDW SDUW RI WKH ULYHU�
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)��� $OWHUQDWLYH & LV &DWK\
V &UHHN 3XPSLQJ 6WDWLRQ� , GRQ
W EHOLHYH WKLV LV DQ DFFHSWDEOH

DOWHUQDWLYH EHFDXVH , GRQ
W NQRZ DERXW \RX DOO EXW , GRQ
W WKLQN WKH LGHD RI GULQNLQJ P\

RZQ VHZHU ZDWHU LV DFFHSWDEOH� , XQGHUVWDQG WKH SHRSOH LQ &DOLIRUQLD KDYH EHHQ GRLQJ

WKDW IRU \HDUV DQG ZH VHH VRPH RI WKH SUREOHPV WKH\ KDYH� :D\QH 5RPHVEHUJ� ��F

5HVSRQVH WR &RPPHQW )��� :DWHU LV D ILQLWH UHVRXUFH WKDW ZH DOO XVH� WUHDW� DQG

UHF\FOH RQ D GDLO\ EDVLV� ,Q IDFW� VRPH ZDWHU XVHG LQ &ROXPELD KDV SDVVHG WKURXJK

ERWK WKH 6KHOE\YLOOH DQG /HZLVEXUJ ZDVWHZDWHU WUHDWPHQW SODQWV EHIRUH LW ZDV

ZLWKGUDZQ IURP WKH ULYHU� 6WDQGDUG WUHDWPHQW PHWKRGV DUH DGHTXDWH WR HQVXUH WKDW

WKLV FRPPRQ SUDFWLFH SRVHV QR ULVNV WR KXPDQ KHDOWK�

)��� , GRQ
W NQRZ ZKHWKHU WKH WKLQJ WKDW 0U� -DFREV MXVW WDONHG DERXW >7LPV )RUG 3LSHOLQH@

LV WKH EHVW RU QRW� , IHHO OLNH \RX VWDUW DW WKH KHDG RI D VWUHDP ZKHQ \RX ZDQW WR JHW

VRPH ZDWHU DQG , IHHO OLNH ZH
UH JRLQJ WR GR MXVW OLNH KH VDLG� OHDYH 0DUVKDOO &RXQW\

DQG %HGIRUG &RXQW\ RXW LI ZH JR GRZQ EHORZ &ROXPELD DQG VWDUW SXPSLQJ ZDWHU EDFN

XS KHUH� :H OHW LW JHW E\ XV� PD\EH ZH MXVW QHHG WR VWRS LW VRPHZKHUH� -DFN &UDLJ�

��E

5HVSRQVH WR &RPPHQW )��� &RPPHQW QRWHG�

)��� $OWHUQDWLYH �&� FRXOG EH LPSOHPHQWHG DW D ODWHU GDWH DQG SXW LQWR VHUYLFH LQ

DSSUR[LPDWHO\ �� PRQWKV� 'RXJODV .� 0LWFKHQHU� ��I

5HVSRQVH WR &RPPHQW )��� 79$ KDV QRW DWWHPSWHG WR HVWLPDWH WKH FRQVWUXFWLRQ

WLPH DVVRFLDWHG ZLWK DQ\ RI WKH DFWLRQ DOWHUQDWLYHV� 7KH OHQJWK RI WKH FRQVWUXFWLRQ

SHULRG ZRXOG GHSHQG RQ WKH VL]H DQG W\SH RI DQ\ QHZ ZDWHU WUHDWPHQW SODQW DQG WKH

OHQJWKV RI DQ\ QHZ VXSSO\ OLQHV DQG�RU QHZ GLVWULEXWLRQ OLQHV ZKLFK ZRXOG EH

LQFOXGHG LQ WKH SURMHFW� 3LSHOLQHV FDQ EH EXLOW LQ MXVW D IHZ PRQWKV� RWKHU IDFLOLWLHV

RIWHQ WDNH VXEVWDQWLDOO\ ORQJHU�
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*�� 7KH 'LYLVLRQ EHOLHYHV WKH 1RUPDQG\ 'DP SURSRVDO ZLOO KHOS HQVXUH WKH QHHGV RI WKH

DUHD XQWLO ���� DQG LV QRW RSSRVHG WR WKLV DOWHUQDWLYH� :� 'DYLG 'UDXJKRQ� -U��

'LYLVLRQ RI :DWHU 6XSSO\� 7'(&� ��E

*�� 7KH /HDJXH KDV LQYHVWLJDWHG WKH FKRLFHV DQG EHOLHYHV UDLVLQJ 1RUPDQG\ 'DP WR EH

WKH RSWLPDO FKRLFH� � � � � $V XVXDO� ZH ORRN IRUZDUG WR VXSSRUWLQJ 79$ LQ FUHDWLQJ D

ZHOO�EDODQFHG VROXWLRQ WR WKLV LVVXH� 0DUW\ 0DULQD� ([HFXWLYH 'LUHFWRU� 7HQQHVVHH

&RQVHUYDWLRQ /HDJXH� ��D

*�� 5DLVLQJ WKH 1RUPDQG\ SRRO OHYHO KDV D PRGHUDWH FRVW DQG WKH EHVW FKDQFH RI

DQVZHULQJ VKRUW DQG PLG�WHUP VXSSO\� ZLWK PLQLPDO ELRORJLFDO RU VRFLRORJLFDO LPSDFWV�

:KLOH WKHUH ZLOO EH VRPH VKRUW�WHUP ORVV� WKLV DOWHUQDWLYH VHHPV WR DFFRPPRGDWH

PDQDJHPHQW RI WKH 6WDWH 1DWXUDO $UHD IRU LWV LQWHQGHG SXUSRVH DQG RWKHU KDELWDW

FRQFHUQV DW WKH UHVHUYRLU� ,W ZLOO DOVR LPSURYH SUHVHQW KDELWDW FRQGLWLRQV RQ WKH 'XFN�

0DUW\ 0DULQD� ([HFXWLYH 'LUHFWRU� 7HQQHVVHH &RQVHUYDWLRQ /HDJXH� ��L

5HVSRQVH WR &RPPHQWV *� � *�� &RPPHQWV QRWHG�

*�� , IHHO WKDW WKH KLJKHVW SULRULW\ UDQNLQJ VKRXOG EH JLYHQ WR WKH 5DLVH 1RUPDQG\ 'DP

RSWLRQ� EXW ZLWK VHULRXV UHFRQVLGHUDWLRQ RI D ZDWHU FRQVHUYDWLRQ PHWKRG LQ WKH

&ROXPELD DUHD >LQFOXGLQJ WKH XVH RI FLVWHUQV@� 5LFKDUG (� /RFNZRRG� ��F

5HVSRQVH WR &RPPHQW *�� 7KH XVH RI FLVWHUQV FRXOG EH RQH ZD\ RI FRQVHUYLQJ

ZDWHU LQ WKH &ROXPELD DUHD XQGHU WKLV RU DQ\ RI WKH RWKHU DOWHUQDWLYHV�

*�� $V IDU DV WKH 1RUPDQG\ 'DP� WKDW ZRXOG EH ILQH WR UDLVH LW DV KLJK DV \RX FRXOG JR

EXW WKDW LV JRLQJ WR EH KDUG WR GR ZLWK WKRVH SHRSOH XS WKHUH� *OHQQ 6WHYHQVRQ� ��F

*�� >,@I \RX UDLVH WKH GDP XS DW 1RUPDQG\ ILYH IHHW� \RX DUH JRLQJ WR FRYHU XS VRPH PRUH

ODQG� \RX
UH JRLQJ WR GLVORFDWH VRPH PRUH SHRSOH� \RX
UH JRLQJ WR KDYH DOO NLQG RI

SUREOHPV� (G -DFREV� ��G

5HVSRQVH WR &RPPHQWV *� DQG *�� $V LQGLFDWHG LQ 6HFWLRQ ����� DOO RI WKH ODQG

ZKLFK ZRXOG EH DIIHFWHG E\ UDLVLQJ WKH 1RUPDQG\ SRRO ILYH IHHW LV DOUHDG\ RZQHG E\

WKH IHGHUDO JRYHUQPHQW� QR SULYDWH ODQG ZRXOG EH UHTXLUHG WR FRPSOHWH WKDW SURMHFW

DV LW LV SUHVHQWO\ GHILQHG�

*�� :H UHFRPPHQG WKH )LQDO (,6 DWWHPSW WR PRUH IXOO\ SUHGLFW WKH LPSDFW $OWHUQDWLYH '

ZRXOG KDYH RQ ZDWHU TXDOLW\ LQ ERWK WKH UHVHUYRLU DQG 1RUPDQG\ WDLOZDWHUV� 2I

SDUWLFXODU LQWHUHVW LV WKH TXDOLW\ RI ZDWHU DYDLODEOH IRU WDLOZDWHU UHOHDVH DQG DV

SURYLGHG WR 7:5$
V 1RUPDQG\ )LVK +DWFKHU\� 7KLV DOWHUQDWLYH PD\ ZHOO LPSURYH WKH

TXDOLW\ DQG TXDQWLW\ RI WDLOZDWHU UHOHDVHV� SURYLGLQJ D VLJQLILFDQW HQYLURQPHQWDO EHQHILW

WR WKH 'XFN 5LYHU ZKLOH UHVROYLQJ WKH ZDWHU VXSSO\ LVVXH� $EUH\ 0F.LQQH\�

(QYLURQPHQWDO 6HUYLFHV 'LYLVLRQ� 7:5$� ��F

5HVSRQVH WR &RPPHQW *�� 6HFWLRQ ��� SUHVHQWV WKH UHVXOWV RI D FDUHIXO HYDOXDWLRQ

RI WKH SRVVLEOH HIIHFWV RI WKLV FRQFHSWXDO DOWHUQDWLYH RQ ERWK WKH ZDWHU TXDOLW\ LQ

1RUPDQG\ 5HVHUYRLU DQG LQ WKH 'XFN 5LYHU GRZQVWUHDP IURP 1RUPDQG\ 'DP� ,I

WKLV SURMHFW ZDV SURSRVHG WR EH EXLOW� WKHVH UHVXOWV ZRXOG EH FRQILUPHG RU UHILQHG

GXULQJ DQ HYDOXDWLRQ XVLQJ WKH GHWDLOHG FRQVWUXFWLRQ DQG RSHUDWLRQDO SODQV WKDW

ZRXOG KDYH EHHQ GHYHORSHG�
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*�� 7KH )ULHQGV RI 6KRUW 6SULQJV � � � � DUH VWURQJO\ RSSRVHG WR $OWHUQDWLYH '� �5DLVLQJ

1RUPDQG\ 3RRO /HYHO � )HHW� 0DUMRULH 6� &ROOLHU� 3UHVLGHQW� )ULHQGV RI 6KRUW

6SULQJV� ��D

*�� $FWLRQ $OWHUQDWLYH ' �UDLVLQJ WKH SRRO OHYHO RI 1RUPDQG\ /DNH� ZRXOG QRW PHHW

SURMHFWHG QHHGV EH\RQG ���� DQG LV VHFRQG RQO\ WR LPSRXQGLQJ )RXQWDLQ &UHHN LQ

SRWHQWLDO QHJDWLYH HQYLURQPHQWDO LPSDFWV� /HVOLH &ROOH\� 7KH 1DWXUH &RQVHUYDQF\ RI

7HQQHVVHH� ��G

*��� , RSSRVH WKH HQYLURQPHQWDOO\ GDPDJLQJ DOWHUQDWLYHV %	'� /RXLVH *QHQIOR� ��F

*��� &LWLHV XSVWUHDP IURP &ROXPELD DUH QRW LQWHUHVWHG LQ &ROXPELD
V IXWXUH DQG ZLOO RSSRVH

DOWHUQDWLYHV �'� DQG �(�� 'RXJODV .� 0LWFKHQHU� ��F

*��� , DOVR ZLVK LW NQRZQ WKDW , DP VWURQJO\ RSSRVHG WR $OWHUQDWLYHV %� '� DQG (� 5REHUW )�

6KDQNV� ��F

5HVSRQVH WR &RPPHQWV *� � *��� &RPPHQWV QRWHG�

*��� , FHUWDLQO\ GR WKLQN LW LV DGYLVDEOH WR GR WKLV SODQQLQJ DQG EH FRQFHUQHG DERXW IXWXUH

ZDWHU GHPDQGV EXW , WKLQN ZH QHHG WR WDNH LQWR DFFRXQW WKH DIIHFW RQ WKH HQYLURQPHQW

DQG HFRQRPLFV RI WKH VLWXDWLRQ DQG PDNH WKH PDNH >"@ FKRLFH� &OHDUO\� 1RUPDQG\ SRRO

OHYHO UDLVLQJ VKRXOG EH UXOHG RXW� 0DUMRULH &ROOLHU� ��E

*��� , DP RSSRVHG WR $OWHUQDWLYH ' �5DLVH 1RUPDQG\ /DNH /HYHO� RQ WKH EDVLV RI FRVW DQG

KDELWDW GHVWUXFWLRQ� � � � , DP RSSRVHG WR $OWHUQDWLYH >'@ �5DLVH 1RUPDQG\ /DNH /HYHO�

EHFDXVH WKDW ZRXOG EH GHWULPHQWDO WR WKH 6KRUW 6SULQJV 6WDWH 1DWXUDO $UHD� 7KLV

DOWHUQDWLYH ZLOO QRW VDWLVI\ WKH ZDWHU QHHGV WKURXJK WKH \HDU ����� $OWHUQDWLYH ' LV QRW

WKH PRVW FRVW HIIHFWLYH RSWLRQ� 'HQQLV '� +RUQ� ��F

*��� 7KLV FRUUHVSRQGHQFH LV WR UHJLVWHU P\ RSSRVLWLRQ WR WKH SURSRVHG DOWHUQDWLYH WR �5DLVH

WKH SRRO OHYHO RQ 1RUPDQG\ 5HVHUYRLU�� ,I LPSOHPHQWHG� WKLV DFWLRQ ZRXOG GHVWUR\ WKH

ULFKHVW DQG PRVW HQYLURQPHQWDOO\ YDOXDEOH SDUW RI WKH 6KRUW 6SULQJV 6WDWH 1DWXUDO $UHD

O\LQJ GRZQVWUHDP RI 0DFKLQH )DOOV DQG DORQJ %RER &UHHN� 7KLV LV PRUH

HQYLURQPHQWDOO\ GDPDJLQJ WKDQ RWKHU DYDLODEOH DOWHUQDWLYHV DQG SURYLGHV RQO\ D VKRUW

WHUP VROXWLRQ WR &ROXPELD
V ZDWHU QHHGV� -� 3� &KULVWRSKHU� ��

*��� , DP ZULWLQJ UHJDUGLQJ WKH SRVVLELOLW\ RI IORRGLQJ RI WKH 6KRUW 6SULQJ 1DWXUDO DUHD WR

SURYLGH ZDWHU IRU &ROXPELD� 7HQQHVVHH RU DQRWKHU DUHD� 7KH ORZHU SRUWLRQ LV D

EHDXWLIXO DUHD IRU ZLOG IORZHUV� VRPH RI ZKLFK DUH QDWLYH WR WKDW DUHD RQO\� 0XFK ZRUN

KDV EHHQ GRQH WR PDNH WKLV DUHD DFFHVVLEOH WR JURXSV WR KLNH DQG HQMR\ RQH RI *RGªV

PDQ\ JLIWV� , ZRXOG OLNH WR JR RQ UHFRUG LQ VWURQJ RSSRVLWLRQ WR UDLVLQJ 1RUPDQG\ 'DP

�$OWHUQDWLYH '�� ,W ZRXOG EH FRPSOHWH GHVWUXFWLRQ RI D QDWXUDO DUHD ZKLFK YLRODWHV WKH

$FW RI ����� 1DWXUDO $UHDV 3UHVHUYDWLRQ� $JQHV 0LOOHU 6PHGOH\� ��

*��� , DP ZULWLQJ WR XUJH 79$ QRW WR UDLVH WKH 1RUPDQG\ /DNH OHYHO ILYH IHHW IRU WKH

SXUSRVHV RI SURYLGLQJ DGGLWLRQDO ZDWHU WR WKH &ROXPELD� 71 DUHD �$OWHUQDWLYH '��

� � � � 3OHDVH FRQVLGHU WKH HQYLURQPHQWDO LPSDFW DQG WKH FRVW HIIHFWLYHQHVV RI WKH

SURSRVHG DOWHUQDWLYHV� 6KRUW 6SULQJV DQG WKH )RXQWDLQ &UHHN ZDWHUVKHG GHVHUYH

SURWHFWLRQ IRU IXWXUH JHQHUDWLRQV DQG� PRVW LPSRUWDQWO\� WKH GLYHUVH OLIH SUHVHQW

WKHUH� .HYLQ &� )LWFK� ��D
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*��� 0\ XQGHUVWDQGLQJ LV WKDW LI WKH 1RUPDQG\ GDP LV UDLVHG� 6KRUW 6SULQJV ZLOO EH >"@

DERXW ILYH IHHW� 6KRUW 6SULQJV FRQVLVWV RI WZR VPDOO UDYLQHV� DQG UDLVLQJ WKH ZDWHU

OHYHO ILYH IHHW ZLOO IORRG WKH ERWWRP ODQG ZKHUH PRVW RI WKH ZLOGIORZHUV DUH� ,W ZLOO

IORRG RXW WKH WUDLOV WKDW OHDG WR 0DFKLQH )DOOV DQG ZDQGHU DORQJ %RER FUHHN�

%HFDXVH RI WKH VWHHSQHVV RI WKH VORSHV� QHZ WUDLOV DERYH WKH ZDWHUOLQH ZLOO EH

LPSUDFWLFDO� 0RVW RI WKH VSULQJ ZDWHU LQ WKH DUHD DSSHDUV MXVW SULRU WR WKH WZR PDLQ

FUHHNV HQWHULQJ 1RUPDQG\ ODNH� 5DLVLQJ WKH ODNH ZLOO HIIHFWLYHO\ VXEPHUJH D

FRXSOH RI ODUJH VSULQJV RQ %RER FUHHN DQG ZLOO UHGXFH WKH 
GHDQ
 VSULQJ ZDWHU

H[SRVXUH IURP 0DFKLQH )DOOV WR MXVW D IHZ IHHW� ,Q DGGLWLRQ� DOO RI WKH IORWVDP DQG

MHWVDP DVVRFLDWHG ZLWK ODNH FRYHV ZLOO LQXQGDWH WKH 6KRUW 6SULQJV DUHD DQG JUHDWO\

DIIHFW LWV EHDXW\� -HII 6WHZDUW� ��D

*��� 7&:3 VWURQJO\ RSSRVHV WKH WZR DOWHUQDWLYHV� % DQG '� WKDW DUH LGHQWLILHG DV KDYLQJ

�VXEVWDQWLDOO\ PRUH SRWHQWLDO IRU DGYHUVH HQYLURQPHQWDO HIIHFWV� DQG WKDW ZRXOG DOWHU

VXEVWDQWLDO DUHDV WKURXJK LQXQGDWLRQ DQG DVVRFLDWHG GDPDJHV�

x $OWHUQDWLYH '� UDLVLQJ WKH KHLJKW RI 1RUPDQG\ 'DP� DQG WKH SRRO OHYHO RI 1RUPDQG\

5HVHUYRLU� E\ � IHHW� ZRXOG� �D� KDYH GLVDVWURXV HIIHFWV RQ SULPH ZLOGIORZHU KDELWDW

LQ WKH ����DFUH 6KRUW 6SULQJV 6WDWH 1DWXUDO $UHD 1( RI 7XOODKRPD� DQG �E� IORRG D

���DFUH 79$ 6PDOO :LOG $UHD DGMDFHQW WR WKH 1DWXUDO $UHD� )XUWKHU� WKLV LV WKH RQO\

$OWHUQDWLYH WKDW IDLOV WR PHHW WKH ZDWHU�VXSSO\ REMHFWLYH� 7KXV� WKH DGGLWLRQDO ZDWHU

YROXPH VXSSOLHG E\ $OWHUQDWLYH ' LV RQO\ �� FIV �LQVWHDG RI WKH �� FIV PLQLPXP

REMHFWLYH�� DQG WKH ZDWHU QHHGV ZRXOG EH PHW RQO\ WKURXJK WKH \HDU ���� �LQVWHDG

RI WKURXJK ������

/LDQH %� 5XVVHOO� IRU WKH 7HQQHVVHH &LWL]HQV IRU :LOGHUQHVV 3ODQQLQJ %RDUG RI
'LUHFWRUV� ��F

*��� ,
P 0DUMRULH &ROOLHU� ,
P IURP 7XOODKRPD� ,
P 3UHVLGHQW RI )ULHQGV RI 6KRUW 6SULQJV�

ZKLFK LV D VXSSRUW JURXS IRU 6KRUW 6SULQJV VWDWH QDWXUDO DUHD� ZKLFK LV ORFDWHG LQ WKH

FLW\ OLPLWV RI 7XOODKRPD LQ &RIIHH &RXQW\ DQG OLHV DGMDFHQW DQG SDUW RI LW
V DORQJ WKH

1RUPDQG\ LPSRXQGPHQW� :H REMHFW YHU\ VWURQJO\ WR WKH RSWLRQ RI UDLVLQJ WKH

1RUPDQG\ SRRO OHYHO ILYH IHHW� 2XU REMHFWLRQV DUH IRXUIROG�

x LW LV HQYLURQPHQWDOO\ GHVWUXFWLYH RI D VWDWH QDWXUDO DUHD� ,W ZRXOG FRPH XS RYHU WKH

ORZHU SDUW RI WKH QDWXUDO DUHD ZKHUH WZR FUHHNV FRPH WRJHWKHU EHORZ D EHDXWLIXO

ZDWHUIDOO DQG KDV DQ RXWVWDQGLQJ JURXS RI ZLOGIORZHUV LQ WKDW DUHD� ,W
V YHU\ ULFK�

7KH VWDWH RI 7HQQHVVHH GHVLJQDWHG WKH DUHD DV D GHVLJQDWHG VWDWH QDWXUDO DUHD

XQGHU WKH 1DWXUDO $UHD 3UHVHUYDWLRQV $FW DQG� DW WKDW WLPH�

x LW ZRXOG EH LOOHJDO� IUDQNO\� WR FRPH XS DQG LQXQGDWH� UDLVH WKDW OHYHO ILYH IHHW RQWR

WKDW QDWXUDO DUHD� 1RW RQO\ HQYLURQPHQWDOO\ GHVWUXFWLYH EXW UHDOO\ LOOHJDO WR GR WKDW

WR D GHVLJQDWHG QDWXUDO DUHD� 79$ VHW DVLGH �� DFUHV DORQJ WKH 1RUPDQG\

LPSRXQGPHQW DV D VPDOO ZLOG DUHD DQG� ZKHQ WKH VWDWH PDGH LW D GHVLJQDWHG VWDWH

QDWXUDO DUHD� WKDW �� DFUHV EHFDPH SDUW RI LW�

x LW
V QRW WKH PRVW HFRQRPLFDO DOWHUQDWLYH� 7KH FRVW RI JHWWLQJ ZDWHU GRZQVWUHDP IURP

&ROXPELD LV KDOI WKH FRVW RI WKH 1RUPDQG\ DOWHUQDWLYH DQG WKH GRZQVWUHDP

DOWHUQDWLYH LV DOVR PXFK OHVV HQYLURQPHQWDOO\ GDPDJLQJ WKDQ WKH 1RUPDQG\

DOWHUQDWLYH�

x 7KH IRXUWK REMHFWLRQ ZH KDYH LV WKDW WKH 1RUPDQG\ DOWHUQDWLYH ZRXOG QRW PHHW

SURMHFWHG IXWXUH GHPDQGV EH\RQG WKH \HDU ���� DQG WKH RWKHU WKUHH ZLOO PHHW WKH

SURMHFWHG IXWXUH GHPDQG XS WR \HDU ���� RU HYHQ ODWHU WKDQ �����

0DUMRULH &ROOLHU� ��D

*��� 8QGHU $OWHUQDWLYH '� WKH VXJJHVWHG PD[LPXP SRRO RI 1RUPDQG\ /DNH ZRXOG EH UDLVHG

IURP ��� IHHW WR ��� IHHW� $OWHUQDWLYH ' ZRXOG IORRG SRUWLRQV RI 6KRUW 6SULQJV
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'HVLJQDWHG 6WDWH 1DWXUDO $UHD DORQJ %RER &UHHN DW FRQWRXUV EHORZ ��� IHHW GXULQJ WKH

QRUPDO PD[LPXP SRRO HOHYDWLRQ RI WKH UHVHUYRLU� 7KH ERWWRP�ODQG KDELWDW UHFHLYHV

VHDVRQDO LQXQGDWLRQ� %\ UDLVLQJ WKH ODNH OHYHO WKHUH ZRXOG EH SURORQJHG SHULRGV RI

RFFDVLRQDO LQXQGDWLRQ DV ZHOO DV ORQJHU SHULRGV RI PRUH SHUPDQHQW IORRGLQJ RI WKH

KDELWDW� :H ZRXOG H[SHFW WKLV KDELWDW DQG DVVRFLDWHG ELRORJLFDO GLYHUVLW\ WR FKDQJH

FRPPXQLW\ W\SH DQG IORULVWLF FRPSRVLWLRQ DORQJ ZLWK WKH DVVRFLDWHG IRUHVW KDELWDW� 7KH

IRUHVW W\SH LV D KLJK TXDOLW\ PHVLF DUHD ZLWK ULFK GLVSOD\V RI VSULQJ ZLOGIORZHUV DORQJ

1RUPDQG\ /DNH EHWZHHQ WKH ��� DQG ����IRRW FRQWRXUV� 7KHVH DUHDV FRXOG EH

LPSDFWHG E\ LQXQGDWLRQ XQGHU $OWHUQDWLYH ' DQG FRXOG VLJQLILFDQWO\ LPSDFW WKH QDWXUDO

DUHD WKURXJK WKH GHVWUXFWLRQ RI WKH IORUD DQG IDXQD GHSHQGLQJ XSRQ WKH WLPLQJ DQG

GXUDWLRQ RI LQXQGDWLRQ� 7KLV LPSDFW LV FLWHG LQ WDEOH � RQ SDJH ��� KRZHYHU� LW LV QRW

PHQWLRQHG LQ WKH LPSDFWV GHVFULEHG XQGHU $OWHUQDWLYH ' SDJHV �� � ��� 7KH

HQYLURQPHQWDO LPSDFW RI IORRGLQJ WKH ERWWRPODQG ULSDULDQ IRUHVW FRXOG EH D YLRODWLRQ RI

1DWXUDO 5HVRXUFHV $UHDV 5XOHV� ^7&$ 6HFWLRQ� ������������ ,QWUXVLRQV� ������������

:DWHU /HYHO &RQWURO` DQG PD\ UHTXLUH DGGLWLRQDO 'HSDUWPHQWDO SHUPLWV IRU ZHWODQG

LPSDFWV� $QGUHZ 1� %DUUDVV� (QYLURQPHQWDO 5HYLHZ &RRUGLQDWRU� 'LYLVLRQ RI

1DWXUDO +HULWDJH� ��O

5HVSRQVH WR &RPPHQWV *�� � *��� &RPPHQWV QRWHG� 7KH SRWHQWLDO VLJQLILFDQW

DGYHUVH HIIHFWV RI WKLV DOWHUQDWLYH RQ SDUW RI WKH 6KRUW 6SULQJV 1DWXUDO $UHD DUH

SUHVHQWHG LQ 6HFWLRQ ���� DQG DUH VXPPDUL]HG LQ 6HFWLRQ ���� ,I WKH SRRO OHYHO RI

1RUPDQG\ 5HVHUYRLU ZDV WR EH UDLVHG� DSSURSULDWH PHDVXUHV VKRXOG EH LQFOXGHG LQ

WKH SURMHFW WR DYRLG RU PLWLJDWH WKRVH DGYHUVH HIIHFWV RQ WKLV 1DWXUDO $UHD�

*��� 5DLVLQJ 1RUPDQG\ 'DP KDV DGGLWLRQDO EHQHILWV LQGHSHQGHQW RI WKH ZDWHU QHHGV

LGHQWLILHG LQ WKLV VWXG\� -XVWLQ 3� :LOVRQ� 'HSXW\ WR WKH *RYHUQRU���I

5HVSRQVH WR &RPPHQW *��� 7KH IRFXV RI WKLV (,6 LV RQ PHHWLQJ IXWXUH ZDWHU

VXSSO\ QHHGV� ,I $OWHUQDWLYH ' ZDV SURSRVHG WR EH EXLOW� WKH GHWDLOHG SODQV IRU DQG

HYDOXDWLRQ RI WKDW SURMHFW VKRXOG LQFOXGH DOO RI WKH EHQHILWV DQG SRWHQWLDO DGYHUVH

HIIHFWV ZKLFK FRXOG RFFXU� /RFDO SODQQHUV SUREDEO\ ZRXOG DSSUHFLDWH LQSXW IURP

VWDWH DJHQFLHV RQ WKH SRVVLEOH EHQHILWV RI WKLV SURMHFW� DV ZHOO DV VWDWH DJHQF\

SHUVSHFWLYHV RQ LWV SRVVLEOH DGYHUVH HIIHFWV�

*��� >8QGHU $OWHUQDWLYH '�@ $Q LQFUHDVH LQ VKRUHOLQH HURVLRQ DVVRFLDWHG ZLWK DGGLWLRQDO

DFFHVV WR )HGHUDO ODQGV� HQFRXUDJHG E\ WKH SURSRVHG UDLVLQJ RI ZDWHU OHYHOV� FRXOG

UHVXOW GLUHFWO\ LQ DQ LQFUHDVH LQ ZDWHU SROOXWLRQ �HVSHFLDOO\ VHGLPHQWDWLRQ�� 7KH 'UDIW

(,6 GRHV QRW SURYLGH GRFXPHQWDWLRQ IRU DGHTXDWH SURWHFWLRQ RI QDWXUDO UHVRXUFHV WKDW

FRXOG UHVXOW LQ QHW ORVVHV RI WKH 6WDWH
V ELRORJLFDO DQG QDWXUDO UHVRXUFHV DV ZHOO DV

LQFUHDVHV LQ VKRUHOLQH HURVLRQ� 3HUKDSV 79$ FRXOG VXJJHVW VKRUHOLQH PDQDJHPHQW

VWUDWHJLHV WKDW ZRXOG EH LPSOHPHQWHG WR SURWHFW QDWXUDO UHVRXUFHV DQG ELRGLYHUVLW\ LI

WKLV DOWHUQDWLYH ZHUH VHOHFWHG� $QGUHZ 1� %DUUDVV� (QYLURQPHQWDO 5HYLHZ

&RRUGLQDWRU� 'LYLVLRQ RI 1DWXUDO +HULWDJH� ��R

*��� >7@KH SURSRVHG $OWHUQDWLYH ' FRXOG LQFUHDVH VKRUHOLQH HURVLRQ� GHFUHDVH ZDWHU TXDOLW\�

UHGXFH DTXDWLF KDELWDW� PDQLSXODWH DQG VLJQLILFDQWO\ UHGXFH IRUHVWHG DQG ULSDULDQ

KDELWDW� DQG UHGXFH FRQWLJXRXV IRUHVWHG WUDFWV �FRPPXQLWLHV� VLPSO\ DV D UHVXOW RI

SURORQJHG LQXQGDWLRQ E\ VXVWDLQHG KLJKHU ODNH OHYHOV� :H VXJJHVW WKDW 79$ IXOO\

GRFXPHQW WKHVH ORVVHV DQG FRPSDUH WKHP WR DQWLFLSDWHG KDELWDW LPSURYHPHQWV

DVVRFLDWHG ZLWK LQFUHDVLQJ WKH ODNH VKRUHOLQH DUHD E\ UDLVLQJ WKH ODNH OHYHOV� 0DQDJHG

VKRUHOLQHV� ZLWK LQFUHDVHG HIIRUWV WRZDUG UHVWRULQJ KDELWDW �SDUWLFXODUO\ E\ HURVLRQ

FRQWURO WKURXJK ELRHQJLQHHULQJ WHFKQLTXHV�� DUH SDUDPRXQW WR ORQJ WHUP ZDWHU TXDOLW\

LPSURYHPHQWV DQG SURWHFWLRQ RI WKH 6WDWH
V UDUH� WKUHDWHQHG RU HQGDQJHUHG VSHFLHV� %\
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XWLOL]LQJ VSHFLILF UHVHUYRLU�ZLGH PDQDJHPHQW VWUDWHJLHV WKURXJKRXW 1RUPDQG\ /DNH�

79$ FRXOG GHPRQVWUDWH KDELWDW LPSURYHPHQWV DVVRFLDWHG E\ UDLVLQJ WKH ODNH OHYHOV

ZLWK LQFUHDVLQJ WKH ODNH VKRUHOLQH DUHD� $GGLWLRQDO GRFXPHQWDWLRQ LV QHHGHG WR RXWOLQH

VWHSV WKDW ZLOO EH WDNHQ E\ 79$ WR SURWHFW WKH FXUUHQW UHFUHDWLRQDO XVHV DQG GLYHUVH

KDELWDW DORQJ WKH VKRUHOLQH� $QGUHZ 1� %DUUDVV� (QYLURQPHQWDO 5HYLHZ

&RRUGLQDWRU� 'LYLVLRQ RI 1DWXUDO +HULWDJH� ��S

5HVSRQVH WR &RPPHQWV *�� DQG *��� ,I WKLV DOWHUQDWLYH LV SURSRVHG WR EH EXLOW�

WKH GHWDLOHG HYDOXDWLRQ RI SRVVLEOH HIIHFWV RQ WKH HQYLURQPHQW ZRXOG QHHG WR LQFOXGH

D ZLGH YDULHW\ RI VXEMHFW DUHDV� SUREDEO\ LQFOXGLQJ DOO RI WKH LVVXHV PHQWLRQHG LQ

WKHVH FRPPHQWV� $V LQGLFDWHG LQ 6HFWLRQ ���� DOO RI WKH ZRUN RQ WKLV SURMHFW ZRXOG

EH FRQGXFWHG XVLQJ DSSURSULDWH PHWKRGV WR PLQLPL]H FRQVWUXFWLRQ LPSDFWV DQG WR

FRPSO\ ZLWK SHUWLQHQW 13'(6 SHUPLWV� 2SHUDWLRQ RI WKH HQODUJHG SURMHFW SUREDEO\

ZRXOG LQFOXGH PHDVXUHV WR PD[LPL]H UHFUHDWLRQDO DQG RWKHU EHQHILWV DURXQG WKH

UHVHUYRLU DQG WR DYRLG RU PLQLPL]H DGYHUVH HIIHFWV WR QDWXUDO UHVRXUFHV LQ WKH DUHD�
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+�� , VXSSRUW RQH RI WKH SLSHOLQH DOWHUQDWLYH �&	(� ZLWK & SUREDEO\ EHLQJ VXSHULRU WR (�

/RXLVH *QHQIOR� ��G

+�� %DVHG RQ LQIRUPDWLRQ SURYLGHG E\ WKH (,6� WKH 7HQQHVVHH 'HSDUWPHQW RI (QYLURQPHQW

DQG &RQVHUYDWLRQ
V 'LYLVLRQ RI :DWHU 6XSSO\ VWDWHV WKDW WKH 7LP
V )RUG SLSHOLQH

DOWHUQDWLYH SURYLGHV WKH KLJKHVW TXDQWLW\ DQG TXDOLW\ ZDWHU� 7KLV DOWHUQDWLYH PD\ DOVR

SURYLGH EHQHILWV WR RWKHU FRPPXQLWLHV DORQJ LWV URXWH ZKR IDFH LQFUHDVLQJ ZDWHU QHHGV�

-XVWLQ 3� :LOVRQ� 'HSXW\ WR WKH *RYHUQRU���H

+�� $IWHU FDUHIXO UHYLHZ RI WKH DOWHUQDWLYHV GLVFXVVHG� WKH 'LYLVLRQ RI :DWHU 6XSSO\ LV RI

WKH RSLQLRQ WKDW WKH 7LPV )RUG DOWHUQDWLYH LV WKH EHVW DOWHUQDWLYH IRU PHHWLQJ WKH ZDWHU

VXSSO\ QHHGV RI WKH &ROXPELD DUHD� 7LPV )RUG /DNH KDV WKH EHVW ZDWHU TXDOLW\ RI DQ\

RI WKH DOWHUQDWLYHV SUHVHQWHG� ,W DOVR KDV WKH TXDQWLW\ DYDLODEOH WR VXSSO\ WKH ����

GHPDQG LQ &ROXPELD� $Q DGGHG EHQHILW LV WKDW LW FRXOG EH GHVLJQHG WR KHOS ZLWK DQ\

XQGHUHVWLPDWLRQ RI ZDWHU GHPDQG LQ WKH 6KHOE\YLOOH�/HZLVEXUJ DUHD� 7KLV LV DQ

DOWHUQDWLYH WKDW DGGV DGGLWLRQDO ZDWHU WR WKLV DUHD� :� 'DYLG 'UDXJKRQ� -U�� 'LYLVLRQ

RI :DWHU 6XSSO\� 7'(&� ��D

+�� $V \RX KDYH DOUHDG\ KHDUG� HDFK SODQ KDV EHHQ GLVFXVVHG KHUH� HDFK RQH KDV SUHWW\

ZHOO EHHQ RSSRVHG� DQG WKH SURV DQG FRQV RQ LW� , ZRQ
W WU\ WR JHW LQWR DUJXLQJ DERXW

ZKLFK RQH DQG ZK\ \RX PLJKW KDYH VRPH FRPSOLFDWLRQV� EXW WKH VLPSOHVW WKLQJ WKDW ,

VHH DQG� DFWXDOO\� , SURSRVHG LW ZKHQ ZH KDG RXW PHHWLQJ KHUH EHIRUH DERXW WKH

SLSHOLQH� ,I \RX
YH HYHU EHHQ RQ 7LPV )RUG� LW
V D ELJ ODNH� ,W
V JRW D ORW RI ZDWHU DQG QR

GRXEW WKDW ZDWHU LV QRW EHLQJ XVHG� 7KH\ DUHQ
W OHWWLQJ LW RXW DQG WKH UHDVRQ , SURSRVHG

WKH SLSHOLQH LV UHDO VLPSOH� $V WKH\ KDYH DOUHDG\ WROG KHUH WRQLJKW� \RX FDQ UXQ WKH

SLSHOLQH GRZQ WKH URDG� DQG LW ZLOO RQO\ KDYH WR EH XVHG WZR RU WKUHH PRQWKV RXW RI WKH

\HDU� ,I \RX GRQ
W QHHG LW� \RX GRQ
W KDYH WR XVH LW� >,W LV@ RQH RI WKH FKHDSHVW IRUPV RI

DQVZHULQJ RXU SUREOHPV� � � � � :LWK D SLSHOLQH� \RX
UH QRW ERWKHULQJ DQ\ERG\� <RX
UH

JXDUDQWHHG \RX JRW WKH ZDWHU � \RX NQRZ \RX JRW LW� 7KHUH
V QRW DQ\ SUREOHP ZLWK LW�

6R WR PH� ,
G OLNH WR VD\ WKDW WKH SLSHOLQH LV WKH VLPSOHVW� WKH EHVW� DQG WKH PRVW

HFRQRPLFDO WR RSHUDWH� � � � DQG LW
V JRW WKH EHVW IXWXUH IRU LW WRR ZLWKRXW FUHDWLQJ DQ\

SUREOHPV� (G -DFREV� ��E

5HVSRQVH WR &RPPHQWV +� � +�� &RPPHQWV QRWHG�

+�� $FWLRQ $OWHUQDWLYHV & DQG ( �WKH 'RZQVWUHDP :DWHU ,QWDNH DQG WKH 7LPV )RUG

3LSHOLQH� UHVSHFWLYHO\� SUHVHQW VROXWLRQV WKDW 7KH 1DWXUH &RQVHUYDQF\ EHOLHYHV DUH

PRUH SRVLWLYH DQG EDODQFHG� %RWK RI WKHVH DOWHUQDWLYHV KDYH ORZHU SURMHFWHG

HQYLURQPHQWDO LPSDFWV WKDQ $OWHUQDWLYHV % DQG ' DQG DUH DQ RUGHU RI PDJQLWXGH OHVV

H[SHQVLYH WKDQ WKH )RXQWDLQ &UHHN UHVHUYRLU� � � � $OWHUQDWLYH (� WKH 7LPV )RUG

SLSHOLQH� DOVR KDV D OHVVHU GHJUHH RI HQYLURQPHQWDO LPSDFWV� ZKLOH VWLOO PHHWLQJ

SURMHFWHG QHHGV WKURXJK ����� ,Q IDFW� WKLV SLSHOLQH ZRXOG LQFUHDVH IORZ DFURVV D

ZLGHU UHJLRQ� PD[LPL]LQJ EHQHILWV WR WKH PRVW UHVLGHQWV DQG WR DTXDWLF OLIH� &RQFHUQV

WKDW VXUURXQG $OWHUQDWLYHV & DQG ( LQFOXGH FRQVWUXFWLRQ RI WKH SLSHOLQH� SODFHPHQW RI

WKH GLVFKDUJH SRLQW� LQFUHDVHG HURVLRQ DQG WXUELGLW\� DOWHUDWLRQ RI ZDWHU WHPSHUDWXUH�

DQG WUDQVIHU RI VSHFLHV� +RZHYHU� WKHVH FRQFHUQV ZRXOG XOWLPDWHO\ EH DGGUHVVHG

GXULQJ WKH GHVLJQ DQG LPSOHPHQWDWLRQ SURFHVV� /HVOLH &ROOH\� 7KH 1DWXUH

&RQVHUYDQF\ RI 7HQQHVVHH� ��J
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5HVSRQVH WR &RPPHQW +�� $V QRWHG LQ WKLV FRPPHQW DQG LQ WKH (,6� LI WKLV

DOWHUQDWLYH ZDV SURSRVHG WR EH EXLOW WKH GHWDLOHG SODQQLQJ DQG VXEVHTXHQW

HYDOXDWLRQ ZRXOG LQFOXGH DQ PRUH�GHWDLOHG HYDOXDWLRQ RI SRWHQWLDO DGYHUVH HIIHFWV RQ

WKH HQYLURQPHQW�

+�� , ZLVK LW NQRZQ WKDW , DP VWURQJO\ RSSRVHG WR $OWHUQDWLYHV %� '� DQG (� 5REHUW )�

6KDQNV� ��G

+�� , KDYH UHDG WKH SURSRVDOV IRU VXSSO\LQJ ZDWHU WR &ROXPELD YLD DFFHVVLQJ ZDWHU IURP

7LPV )RUG /DNH �$OWHUQDWLYH (� DQG DV D ORQJ WHUP KRPH RZQHU RQ WKH ODNH� , RSSRVH

WKLV PHDVXUH� DV GR P\ QHLJKERUV LQ WKH +LJKODQG 5LGJH VXEGLYLVLRQ RI (VWLOO 6SULQJV�

7RP :LOOLQJKDP� ��

+�� >, KDYH@ OLYHG RQ %LJ DQG /LWWOH 'XFN� >, DP@ RSSRVHG WR SURSRVHG 7LPªV )RUG ZDWHU OLQH

DQG WKLQN LW LV D GLVJUDFH WKDW VR PXFK PRQH\ KDV EHHQ VSHQW RQ &ROXPELD� -� '�

6SHQFHU� ��

+�� 79$ KDV GRQH PXFK WR LPSURYH WKH TXDOLW\ RI OLIH LQ WKH 6RXWKHDVW IRU ZKLFK ZH DUH

JUDWHIXO� $OWHUQDWLYH (� WKH SURSRVDO WR GLYHUW (ON 5LYHU ZDWHU IRU WKH EHQHILW RI WKH IHZ

LQ D VPDOO DUHD� ZRXOG VHUYH WR GLPLQLVK RXU RYHUDOO TXDOLW\ RI OLIH� ,W PLJKW EH RQH RI

WKH OHDVW H[SHQVLYH RI WKH IRXU SURSRVDOV� EXW LW LV QRW RQH RI WKH WZR EHVW� ,W LV WKH

ZRUVW� )OR\G DQG /LQGD $\HUV� ��H

5HVSRQVH WR &RPPHQWV +� � +�� &RPPHQWV QRWHG�

+��� 7KH UHSRUW LV GHILFLHQW LQ WKDW LW GRHV QRW DGGUHVV HIIHFWV RQ 7LPV )RUG 5HVHUYRLU

VKRXOG WKDW RSWLRQ EH HOHFWHG� KRZ PXFK GUDZGRZQ� HWF� -HUU\ &� /DVKOHH� ��D

+��� 2I WKH SURSRVHG SODQV� , ZRXOG OLNH WR UHJLVWHU P\ REMHFWLRQ WR 3ODQ (� ZKLFK ZLOO VSRLO

WKH SULVWLQH VHWWLQJ DQG HQYLURQPHQW RI 7LP
V )RUG ODNH ZKLFK WKH IRUPHU FRQWUROOLQJ

DJHQF\ 7(5'$ DQG 79$ KDV ZRUNHG VR KDUG WR HQVXUH RYHU WKH \HDUV� ,W LV QRW ZRUWK

VDFULILFLQJ WKLV DUHD WR VXSSRUW JURZWK LQ &ROXPELD� 71� /DQH DQG 7RP :LOOLQJKDP�

��

+��� , DP DSSDOOHG DW 79$
V FRQVLGHUDWLRQ RI SXPSLQJ ZDWHU RXW RI 7LPV )RUG 5HVHUYRLU WR

VDWLVI\ WKH 'XFN 5LYHU %DVLQ ZDWHU VXSSO\ GHPDQG� 7LPV )RUG GRHV QRW KDYH HQRXJK

ZDWHU FRPLQJ LQ QRZ WR SURSHUO\ IOXVK WKH V\VWHP DQG DOOHYLDWH WKH SRRU GLVVROYHG

R[\JHQ SUREOHP� 7KH ZDWHU TXDOLW\ LQ WKLV ODNH LV FRQWLQXDOO\ GHWHULRUDWLQJ� \RXU

SURSRVDO ZRXOG RQO\ DJJUDYDWH WKLV SUREOHP� 'RQ )� /HH� �D

+��� , GR QRW OLNH WKH LGHD RI SXPSLQJ ZDWHU RXW RI 7LPV )RUG ODNH IRU &ROXPELD� 71� ,W

ZRXOG JUHDWO\ GDPDJH WKH HFRORJ\ RI RXU ZDWHU� , FHUWDLQO\ GR QRW OLNH WKLV ZDWHU EHLQJ

UHSODFHG ZLWK 7XOODKRPD VHZHU ZDWHU� :H KDYH D EHDXWLIXO ODNH DQG ZH VKRXOG QRW GR

DQ\WKLQJ WKDW ZRXOG KXUW WKH TXDOLW\ RI ZDWHU ZH QRZ KDYH� ,W
V EDG HQRXJK KDYLQJ WKH

FLW\ RI :LQFKHVWHU HPSW\ WKHLU VHZHU ZDWHU LQWR WKH ODNH� .D\ 	 5RQ +DOO� ��

+��� $V D SURSHUW\ RZQHU DW 7LPV )RUG ODNH� , VKRXOG OLNH WR VWURQJO\ XUJH WKDW SXPSLQJ

ZDWHU RXW RI 7LPV )RUG 127 EH DOORZHG IRU GLYHUVLRQ LQWR WKH 'XFN 5LYHU� 7KLV ZRXOG

FDXVH WKH ZDWHU OHYHO LQ 7LPV )RUG WR GURS DQG ZRXOG LPSDLU WKH ODNH IRU UHFUHDWLRQDO

XVH� 7KH ZDWHU OHYHO LV DOUHDG\ WRR ORZ DW WLPHV� $V D WD[SD\HU� WKHUH DUH FKHDSHU

DOWHUQDWLYHV ZKLFK ZRXOG WDNH FDUH RI &ROXPELD
V ZDWHU QHHGV� )RU LQVWDQFH� � PLOOLRQ

IRU WKH SURSRVHG 1RUPDQG\ HOHYDWLRQ YV� �� PLOOLRQ IRU WKH SURSRVHG 7LPV )RUG
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SXPSLQJ SURMHFW� :H KDYH EHHQ EOHVVHG ZLWK D ZRQGHUIXO DVVHW LQ 7LPV )RUG /DNH�

/HW XV QRW VXFFXPE WR WKH WHPSWDWLRQ WR LPSHULO WKLV WUHDVXUH� 'DYLG /� +XGVRQ� ��

+��� :H >7LPV )RUG &RXQFLO@ DUH REMHFWLQJ WR �$OWHUQDWH (� RI WKH SURSRVHG ZDWHU�VXSSO\

DOWHUQDWLYHV IRU WKH 'XFN 5LYHU %DVLQ� $Q\ DGGLWLRQDO GUDZ RQ WKH ZDWHUV RI 7LPV )RUG

ZLOO KDYH D WUHPHQGRXV DGYHUVH HIIHFW RQ WKH DWWUDFWLYHQHVV DQG UHFUHDWLRQDO XVDELOLW\

RI WKLV ODNH� 7KLV ZRXOG EH HVSHFLDOO\ QRWLFHDEOH GXULQJ KRW� GU\ VXPPHUV OLNH ZH KDYH

KDG WKH SDVW WZR \HDUV ZKHQ 79$ KDV XVHG 7LPV )RUG IRU SRZHU JHQHUDWLRQ DQG

GRZQVWUHDP IORZ� $V D FRQVHTXHQFH� ODNH OHYHOV KDYH ORZHUHG FRQVLGHUDEO\ EHIRUH

WKH HQG RI VXPPHU XVDJH SHULRGV� 7LPV )RUG /DNH LV RI LPPHQVH HFRQRPLF EHQHILW WR

)UDQNOLQ &RXQW\ DQG DOO RI VRXWKHUQ 0LGGOH 7HQQHVVHH� :H ZDQW WR VHH WKLV ODNH

FRQWLQXH WR EH D YDOXDEOH DVVHW WR WKH UHJLRQ DQG EH PDLQWDLQHG IRU WKH HQMR\PHQW RI

SURSHUW\ RZQHUV DQG UHFUHDWLRQDO XVHUV RI WKH ODNH� 7LPV )RUG &RXQFLO� �

5HVSRQVH WR &RPPHQWV +�� � +��� ([LVWLQJ LQIRUPDWLRQ� SUHVHQWHG LQ 6HFWLRQ

���� LQGLFDWHV WKDW� HYHQ LQ D VHYHUH GURXJKW� XVH RI WKLV SLSHOLQH ZRXOG GUDZ 7LPV

)RUG 5HVHUYRLU GRZQ MXVW � RU � LQFKHV PRUH WKDQ ZRXOG RFFXU LI WKLV SURMHFW ZHUH

QRW LQ SODFH� 7KLV DGGLWLRQDO UHGXFWLRQ LQ WKH SRRO OHYHO ZRXOG QRW EH QRWLFHDEOH WR

PRVW SHRSOH DQG ZRXOG QRW DGYHUVHO\ DIIHFW WKH XVH RI WKH UHVHUYRLU� ,I WKLV

DOWHUQDWLYH ZDV SURSRVHG WR EH EXLOW� WKH SODQQLQJ IRU WKLV SURMHFW ZRXOG LQFOXGH D

XS�WR�GDWH� PRUH�GHWDLOHG HYDOXDWLRQ RI WKH SRWHQWLDO HIIHFWV RQ ZDWHU OHYHOV LQ 7LPV

)RUG 5HVHUYRLU�

+��� $V D ODQGRZQHU ZKRVH SURSHUW\ ERUGHUV RQ WKH (ON 5LYHU LQ ZHVWHUQ /LQFROQ &RXQW\�

7HQQHVVHH� , DP DJDLQVW $1< SODQ WKDW LQYROYHV WUDQVIHUULQJ ZDWHU UHVRXUFHV RXW RI WKH

(ON 5LYHU ZDWHUVKHG� , EHOLHYH VXFK D SODQ ZRXOG QHJDWLYHO\ DIIHFW ORZ�ZDWHU IORZV RQ

WKH (ON 5LYHU� VHULRXVO\ LPSDFWLQJ WKH XVH RI WKH ULYHU IRU LUULJDWLRQ DQG UHFUHDWLRQ� .HQ

0F*DUU\� ��D

+��� >$V D @ 3URSHUW\ RZQHU RQ 7LPV )RUG� >, DP@ FRQFHUQHG DERXW ZDWHU TXDOLW\ DQG IDLOXUH

WR PDLQWDLQ PLQLPXP IORZ EHORZ GDP� >0\ LPSUHVVLRQ LV WKDW@ IORZV IRU 2FWREHU DUH

LQ WKH UDQJH RI �� WR �� UDWKHU WKDQ �� FIV� 2GRU DQG FODULW\ DOVR DUH SUREOHPV GXULQJ

ORZ IORZ SHULRGV� >, DP FRQFHUQHG WKDW@ 3LSLQJ ZDWHU >WR WKH 'XFN 5LYHU@ ZLOO GURS

ODNH OHYHOV� LPSDFW GRFN RZQHUV� DQG DIIHFW ILVKLQJ TXDOLW\� >, WKLQN WKH DFWXDO@ FRVW RI

EXLOGLQJ SLSHOLQH ZLOO EH KLJKHU WKDW ZKDW KDV EHHQ SURMHFWHG E\ WKH WLPH LWªV SODQQHG

DQG FRQVWUXFWHG� %LOO %DOVOH\� ��

5HVSRQVH WR &RPPHQWV +�� DQG +��� 7KH SUHOLPLQDU\ SODQQLQJ WKDW KDV EHHQ

GRQH FRQFHUQLQJ WKLV DOWHUQDWLYHV LV EDVHG RQ WKH DVVXPSWLRQ WKDW QR FKDQJHV

ZRXOG EH PDGH LQ WKH TXDQWLW\ RU TXDOLW\ RI WKH UHOHDVHV IURP 7LPV )RUG 'DP� ,I

WKLV DOWHUQDWLYH ZDV SURSRVHG WR EH EXLOW� D PRUH�GHWDLOHG HYDOXDWLRQ RI WKLV SRWHQWLDO

HIIHFW RQ ZDWHU UHOHDVHV LQWR WKH (ON 5LYHU ZRXOG EH FRQGXFWHG XVLQJ VSHFLILF

LQIRUPDWLRQ DERXW WKH GHWDLOV RI WKH SURMHFW�

+��� %XLOGLQJ D SLSHOLQH IURP WKH 7LPV )RUG 5HVHUYRLU WR WKH 'XFN 5LYHU ZLOO XQQDWXUDOO\

IDYRU D FRXQW\ RXWVLGH WKH 7LPV )RUG 5HVHUYRLU DQG KDQGLFDS FRXQWLHV ZLWKLQ WKH

UHVHUYRLU DV WKH\ VWUXJJOH WR PHHW WKHLU H[LVWLQJ DQG FXUUHQW GHPDQGV IRU FOHDQ DQG

SOHQWLIXO ZDWHU� 7KHUH ZLOO DOVR EH QHJDWLYH LPSDFWV WR IORUD DQG IDXQD DV WKH SLSHOLQH

LV FRQVWUXFWHG DQG PDLQWDLQHG RYHU WKH \HDUV� 0DUW\ 0DULQD� ([HFXWLYH 'LUHFWRU�

7HQQHVVHH &RQVHUYDWLRQ /HDJXH� ��M
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+��� ,W ZDV ZLWK JUHDW GLVEHOLHI 	 GLVJXVW WKDW , OHDUQHG RI 79$ªV SODQ WR EXLOG D SLSHOLQH WR

WUDQVIHU ZDWHU IURP 7LPV )RUG /DNH WR WKH 'XFN 5LYHU� 7KLV GRHV QRW VHHP WR EH D

VROXWLRQ EXW D FRQWULYDQFH WR DOORZ XQOLPLWHG� XQUHJXODWHG 	 SRRUO\ SODQQHG

GHYHORSPHQW LQ WKH 'XFN 5LYHU %DVLQ� � � �79$ KDV EHHQ LQVWUXPHQWDO LQ DGYDQFLQJ WKH

VRXWKZHVW WR D SRVLWLRQ RI SURPLQHQFH DQG 79$ VKRXOG KDYH WKH LQWHJULW\ WR VD\

HQRXJK LV HQRXJK DQG GLVFDUG WKLV DOWHUQDWLYH� 5REHUW 1� 5HHG� ��D

+��� , GLVDJUHH ZLWK WKH $OWHUQDWLYH (� �7LPV )RUG 3LSHOLQH� EHFDXVH LW LV HIIHFWLYHO\ �UREELQJ

3HWHU WR SD\ 3DXO�� 5HPRYLQJ D SRUWLRQ RI D YDOXDEOH ZDWHU UHVRXUFH IURP D YLDEOH DQG

IDVW JURZLQJ DUHD FRXOG EH YHU\ GHWULPHQWDO WR WKH HFRQRPLF IXWXUH RI WKH )UDQNOLQ

&RXQW\ DUHD� ,Q FRQFOXVLRQ� LW ZRXOG EH DQ H[DPSOH RI SRRU SODQQLQJ� LQ P\ YLHZ� WR

UHPRYH SUHFLRXV ZDWHU UHVRXUFHV IURP WKH )UDQNOLQ &RXQW\ DUHD ZLWKRXW WKRURXJK

FRQVLGHUDWLRQV RI WKH ORQJ WHUP HIIHFWV RQ WKLV DUHD� 0DUN +� 'XGOH\� ��L

+��� 7LPV )RUG SLSHOLQH ZRXOG JHQHUDWH UHYHQXH� IURP WKH VDOH RI ZDWHU� IRU WKH UHSD\PHQW

RI GHEW REOLJDWLRQV RI FRQFHUQV RXWVLGH RI WKH UHJLRQ� WKH 'XFN 5LYHU 'HYHORSPHQW

$JHQF\� �3DJH �� 7KHVH GHEW REOLJDWLRQV ZHUH SDUW RI WKH RULJLQDO DJUHHPHQW FRYHULQJ

ORFDO SDUWLFLSDWLRQ LQ WKH RYHUDOO SURMHFW� $JDLQ� �UREELQJ 3HWHU WR SD\ 3DXO�� 0DUN

+� 'XGOH\� ��E

5HVSRQVH WR &RPPHQWV +�� � +��� 7KLV DOWHUQDWLYH ZRXOG XVH ZDWHU VWRUHG LQ

7LPV )RUG 5HVHUYRLU WR PHHW GURXJKW�UHODWHG QHHGV LQ WKH &ROXPELD DUHD SDUW RI WKH

'XFN 5LYHU EDVLQ� :DWHU WKDW ZRXOG RFFDVLRQDOO\ EH XVHG WKLV ZD\ ZRXOG�

RWKHUZLVH� EH SDVVHG RQ GRZQ WKH (ON 5LYHU� $V LQGLFDWHG LQ 6HFWLRQ ��� DQG ����

7LPV )RUG 5HVHUYRLU LV QRW H[SHFWHG WR EH DGYHUVHO\ DIIHFWHG E\ WKLV DOWHUQDWLYH�

KRZHYHU LI WKLV SURMHFW ZDV SURSRVHG WR EH EXLOW� DGGLWLRQDO PRUH�GHWDLOHG DQDO\VHV

ZRXOG EH FRQGXFWHG WR FRQILUP RU UHYLVH WKLV FRQFOXVLRQ� ,W VKRXOG EH QRWHG WKDW

79$ LV QRW SURSRVLQJ WR EXLOG WKLV SURMHFW� UDWKHU� 79$ DQG WKH FRRSHUDWLQJ DJHQFLHV

KDYH VLPSO\ LGHQWLILHG LW DV RQH RI VHYHUDO UHDVRQDEOH ZD\V WR PHHW WKH IXWXUH ZDWHU

VXSSO\ QHHGV RI WKH &ROXPELD DUHD�

+��� +RZ FDQ \RX WDNH ZDWHU RXW RI (ON 5LYHU DQG >DZD\ IURP@ WKH SHRSOH LQ $WKHQV� , GRQ
W

EHOLHYH WKH\ ZRXOG OLNH WKDW� *OHQQ 6WHYHQVRQ� ��E

+��� $OWHUQDWLYH ( DOVR SURSRVHG LQWHUEDVLQ WUDQVIHU RI ZDWHU IURP 7LPV )RUG 5HVHUYRLU WR

'XFN &UHHN� ZLWK ZKLFK WKHUH DOVR FRXOG EH VRPH DVVRFLDWHG HQYLURQPHQWDO LVVXHV�

(3$� ��R

+��� 7LPV )RUG DQG WKH (ON 5LYHU DUH IRU WKH SHRSOH 6RXWKHUQ 0LGGOH 7HQQHVVHH RU� DW OHDVW�

LQ WKDW ZDWHUVKHG� 7KHUH DUH VHYHUDO ODUJH WRZQV DOUHDG\ GUDZLQJ RQ WKRVH ZDWHU

UHVRXUFHV� 3HULRGV RI GURXJKW DUH DOVR IHOW KHUH LQ WKH IRUP RI GHFUHDVHG VXPPHU SRRO

OHYHO DQG PLQLPXP IORZ LQWR WKH ULYHU� L�H�� ORZ OHYHO DQG EUDFNLVK ULYHU ZDWHU

FRQGLWLRQV� 7KLV ZLOO RQO\ EH IHOW PRUH VKRXOG ZDWHU EH GUDZQ RII IRU WKH 'XFN 5LYHU

SHRSOH� -HUU\ &� /DVKOHH� ��F

+��� 79$
V SURSRVDO WR VWHDO ZDWHU IURP (ON 5LYHU DQG GLYHUW LW WR 'XFN 5LYHU IRU WKH VDNH RI

UHDO HVWDWH GHYHORSPHQW LQ WKH 0DXU\ DQG :LOOLDPVRQ &RXQW\ DUHD LV REVFHQH� ,W

GHPRQVWUDWHV 79$
V GLVUHVSHFW IRU RXU QDWXUDO HQYLURQPHQW DQG IRU WKH SHRSOH ZKR

LQKDELW WKH (ON 5LYHU 9DOOH\� +RZ FDQ \RX JOLEO\ VWDWH WKDW LW ZRXOG KDYH RQO\ �VKRUW�

WHUP DQG PLQRU HIIHFWV� RQ (ON 5LYHU ZKHQ \RX DUH SURSRVLQJ WR SHUPDQHQWO\ UHGXFH

WKH IORZ RI WKLV ULYHU" +RZ PXFK (ON 5LYHU ZDWHU ZLOO EH QHHGHG WR VXSSRUW JURZWK LQ

WKH 'XFN 5LYHU DUHD GXULQJ WKH IROORZLQJ ILIW\ \HDUV" 7KH IROORZLQJ RQH DQG WZR

KXQGUHG \HDUV" 7KLV SURSRVDO WRWDOO\ LJQRUHV WKH QHHGV RI IXWXUH JHQHUDWLRQV LQ WKH

(ON 5LYHU 9DOOH\� )OR\G DQG /LQGD $\HUV� ��D
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+��� , DP VWURQJO\ RSSRVHG WR $OWHUQDWLYH (� WDNLQJ ZDWHU IURP 7LPV )RUG UHVHUYRLU WR VXSSO\

WKH XSSHU 'XFN ULYHU EDVLQ� , WKLQN WKLV ZRXOG HVWDEOLVK D EDG SUHFHGHQW� DQG OHDG WR D

VLWXDWLRQ VXFK DV H[LVWV DW WKH SUHVHQW RXW ZHVW ZLWK WKH &RORUDGR ULYHU� 7KH JURZWK

SRWHQWLDO IRU WKH 7LPV )RUG DUHD LV YHU\ JUHDW� H�J�� 1LVVDQ
V SODQV WR KLUH D WKRXVDQG

QHZ HPSOR\HHV DW 'HFKHUG� ZKLFK ZLOO EULQJ DW OHDVW ILYH WKRXVDQG QHZ SHRSOH WR WKH

DUHD� ,Q D IHZ \HDUV� ZH PD\ QHHG WKH ZDWHU ZRUVH WKDQ )UDQNOLQ DQG &ROXPELD�

(XJHQH -� 6DQGHUV� ��D

+��� 7KH SXPSLQJ VWDWLRQ IURP 7LPV )RUG� , GRQ
W EHOLHYH WKDW
V JRRG� , GR QRW OLNH WKH LGHD RI

WDNLQJ ZDWHU IURP RQH ULYHU YDOOH\ DQG SXPSLQJ LW WR DQRWKHU ULYHU YDOOH\� ,W VHWV D

SUHFHGHQW� :KDW FRXOG KDSSHQ LQ WKH IXWXUH WKHUH� LI VRPHRQH ZDQWV WR FRPH LQWR WKH

'XFN 5LYHU YDOOH\� WDNH ZDWHU RXW RI WKH 'XFN 5LYHU YDOOH\� VD\ SXPS LW LQWR WKH

+DUSHWK 5LYHU YDOOH\� RU PD\EH HYHQ JR EDFN WR WKH (ON� 7KDW
V HQWLUHO\ SRVVLEOH� ,I ZH

WDNH WKLV DFWLRQ� WKHQ ZH DUH VHWWLQJ D SUHFHGHQW� , GRQ
W EHOLHYH WKLV LV JRRG� :D\QH

5RPHVEHUJ� ��H

5HVSRQVH WR &RPPHQWV +�� � +��� $V GHVFULEHG LQ 6HFWLRQ ���� WKLV SLSHOLQH

ZRXOG EH XVHG RQO\ GXULQJ GURXJKW FRQGLWLRQV WR PHHW FULWLFDO QHHGV LQ WKH

0DXU\�VRXWKHUQ :LOOLDPVRQ &RXQW\ :DWHU 6HUYLFH $UHD �H[FOXGLQJ )UDQNOLQ DQG

RWKHU GLVWDQW SDUWV RI :LOOLDPVRQ &RXQW\�� 7KH SUHVHQW FRQFHSW RI WKLV SURMHFW ZRXOG

QRW DOWHU WKH GLVFKDUJH IURP 7LPV )RUG 'DP RU UHGXFH WKH SRRO OHYHO LQ 7LPV )RUG

5HVHUYRLU PRUH WKDQ � RU � LQFKHV� HYHQ GXULQJ GURXJKW FRQGLWLRQV� ,I WKLV SURMHFW

ZDV SURSRVHG WR EH EXLOW� GHWDLOHG SODQV IRU WKH SLSHOLQH DQG LWV RSHUDWLRQ ZRXOG

KDYH WR EH GHYHORSHG� GHWDLOV RI WKH SURMHFW ZRXOG KDYH WR EH HYDOXDWHG IXUWKHU IRU

HQYLURQPHQWDO HIIHFWV� DQG WKH SXEOLF ZRXOG KDYH DQ RSSRUWXQLW\ WR FRPPHQW RQ WKH

SURMHFW DQG LWV SRWHQWLDO HIIHFWV� $OO RI WKH LVVXHV LGHQWLILHG LQ WKHVH FRPPHQWV

VKRXOG EH HYDOXDWHG DQG DGGUHVVHG GXULQJ WKDW SURFHVV�

+��� &LWLHV XSVWUHDP IURP &ROXPELD DUH QRW LQWHUHVWHG LQ &ROXPELD
V IXWXUH DQG ZLOO RSSRVH

DOWHUQDWLYHV �'� DQG �(�� 'RXJODV .� 0LWFKHQHU� ��G

5HVSRQVH WR &RPPHQW +��� $V LQGLFDWHG LQ PDQ\ RI WKH FRPPHQWV SUHVHQWHG LQ

6HFWLRQV * DQG + RI WKLV $SSHQGL[� SHRSOH KDYH D YDULHW\ RI YLHZV DERXW ERWK RI

WKHVH DOWHUQDWLYHV� LQ DGGLWLRQ WR HDFK RI WKH RWKHUV� 6RPH RI WKRVH YLHZV LQFOXGH

UHDVRQV UHODWHG WR LQWHUHVWV TXLWH GLIIHUHQW IURP SURYLGLQJ ZDWHU WR WKH &ROXPELD

DUHD�

+��� :K\ QRW XVH ��¨ SLSHOLQH IURP 7LPªV )RUG LQVWHDG RI ��¨� &RVW GLIIHUHQFH LV QHJOLJLEOH

DQG WKLV FRXOG DOORZ IRU PRUH ZDWHU WR PHHW QHHGV IXUWKHU LQWR WKH IXWXUH� 0LNH '�

3HQURG� ��D

+��� 7KH SLSHOLQH OHQJWK FRXOG EH UHGXFHG E\ ��� LI WKH QRUWK HQG WHUPLQDWHG RQ D )ODW

&UHHN WULEXWDU\ KDYLQJ PD[LPXP QDWXUDO IORZ HTXDO WR WKH SLSHOLQHV FDSDFLW\� 7KH

EHQHILWV RI KDYLQJ PRUH DQG EHWWHU ZDWHU DW WKH 6KHOE\YLOOH LQWDNH PD\ QRW EH ZRUWK

WKH H[WUD FRVW RI �� PRUH PLOHV RI SLSHOLQH� WKLV ZRXOG SURYLGH RQO\ DQ RFFDVLRQDO

EHQHILW GXULQJ GURXJKW FRQGLWLRQV IRU 6KHOE\YLOOH� , ZRXOG SUHIHU WR VHH )ODW &UHHN

QHYHU UXQ GU\� )UHG +� +RUQ� �

5HVSRQVH WR &RPPHQWV +�� DQG +��� 7KH SUHVHQW FRQFHSW RI WKLV DOWHUQDWLYH

LQFOXGHV IHDWXUHV GHVLJQHG WR PHHW WKH SURMHFWHG QHHG IRU ZDWHU WKURXJK �����

:KLOH D YDULHW\ RI RWKHU IHDWXUHV FRXOG EH LQFOXGHG LQ WKLV SURMHFW� HDFK RI WKHP DOVR

FRXOG DGG SRWHQWLDO DGYHUVH HIIHFWV DW RQH RU ERWK HQGV RI WKH SLSH� ZKHUHYHU WKH

SLSHOLQH PLJKW VWDUW RU HQG� $OO FRPSRQHQWV RI WKH IXOO SURMHFW VKRXOG EH HYDOXDWHG

LQ GHWDLO EHIRUH WKLV� RU DQ\ RWKHU� ZDWHU VXSSO\ SURMHFW LV SURSRVHG WR EH EXLOW�
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+��� , DP QRW RSSRVHG WR $OWHUQDWLYH ( �7LPV )RUG 3LSHOLQH�� EXW WKDW RSWLRQ LV PRUH

H[SHQVLYH� ERWK LQ DFWXDO FRVW DQG LQ FRVW SHU FXELF IRRW RI ZDWHU VXSSOLHG� WKDQ

$OWHUQDWLYH &� 'HQQLV '� +RUQ���G

5HVSRQVH WR &RPPHQW +��� 7KH SUHVHQW RUGHU RI PDJQLWXGH FRVW HVWLPDWH

LQGLFDWHV WKLV LV OLNHO\ WR EH WUXH� ,I WKH GHFLVLRQ DERXW ZKLFK DOWHUQDWLYH VKRXOG EH

EXLOW FRPHV GRZQ WR FRVW� WKH SUHVHQW FRQVWUXFWLRQ HVWLPDWHV ZRXOG KDYH WR EH

UHILQHG DQG RSHUDWLRQDO FRVWV ZRXOG KDYH WR EH GHWHUPLQHG EHIRUH WKDW FRVW

FRPSDULVRQ LV FRPSOHWHG�
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,�� (3$ LV FRQFHUQHG RYHU WKH DSSDUHQW ODFN RI JHRWHFKQLFDO VWXGLHV LQ WKH GRFXPHQW WR

GHWHUPLQH WKH VXLWDELOLW\ RI WKH VLWH VRLOV WR KROG ZDWHU UHODWLYH WR WKH UHVHUYRLU

DOWHUQDWLYH �%�� /RFDO VRLOV VKRXOG LGHDOO\ EH UHODWLYHO\ LPSHUPHDEOH LQ RUGHU WR UHWDLQ

GHVLUHG ZDWHU OHYHOV ZLWKRXW FUHDWLQJ ]RQHV RI VDWXUDWHG VRLOV DGMDFHQW WR WKH SURMHFW�

/HDNDJH DQG HURVLRQ RI WKH SURSRVHG HDUWKHQ GDP DUH DOVR D FRQFHUQ� 7KH )(,6

VKRXOG FRQWDLQ HVWLPDWHV RI LPSDFWV RI ZDWHU ORVV WKURXJK WKH SHUPHDEOH SDUHQW VRLO

PDWHULDOV WKDW ZLOO PDNH XS WKH EDVLQ RI WKH SURSRVHG UHVHUYRLU� (3$� ��]

5HVSRQVH WR &RPPHQW ,�� $ IRXQGDWLRQ IHDVLELOLW\ VWXG\ IRU D SRVVLEOH UHVHUYRLU LQ

WKH )RXQWDLQ &UHHN ZDWHUVKHG ZDV SHUIRUPHG E\ WKH 8�6� $UP\ &RUSV RI (QJLQHHUV

LQ ����� 7KLV VWXG\ SURYLGHG LQIRUPDWLRQ XVHG LQ WKH GHVFULSWLRQ RI $OWHUQDWLYH %

SUHVHQWHG LQ 6HFWLRQ ��� DQG YDULRXV SDUWV RI WKH HYDOXDWLRQ RI SRWHQWLDO HIIHFWV

GLVFXVVHG LQ &KDSWHU �� 7KH IHDVLELOLW\ VWXG\� WKRXJK OLPLWHG LQ VFRSH� FRQFOXGHG

WKDW LW ZRXOG EH JHRORJLFDOO\ IHDVLEOH WR FRQVWUXFW D UHVHUYRLU DW WKH ORFDWLRQ DQG WR

WKH HOHYDWLRQ GHVFULEHG LQ WKH (,6� 7KH UHSRUW RQ WKH IHDVLELOLW\ VWXG\ DOVR LQGLFDWHG

WKDW WKH OLPHVWRQH WHUUDLQ ZRXOG EH KLJKO\ VXVFHSWLEOH WR OHDNDJH� WKH NDUVW GUDLQDJH

V\VWHP ZRXOG UHTXLUH WUHDWPHQW� DQG D JURXWLQJ SURJUDP ZRXOG EH QHHGHG WR UHGXFH

WKH SRWHQWLDO IRU OHDNDJH� 7KH UHSRUW DOVR SRLQWHG RXW WKH QHHG IRU DGGLWLRQDO

HYDOXDWLRQV RI WKH XQGHUO\LQJ JHRORJ\ EHIRUH SURFHHGLQJ ZLWK GHWDLOHG GHVLJQ DQG

VSHFLILFDWLRQV RI WKH SRVVLEOH UHVHUYRLU SURMHFW�
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-�� 7KH SURMHFW DUHD LV JHQHUDOO\ NDUVWLF DQG DV VXFK KDV VLQNKROHV DQG RWKHU QDWXUDO

FRQGXLWV WR WKH ZDWHU WDEOH� &RQVWUXFWLRQ RI D UHVHUYRLU LQ WKHVH DUHDV FRXOG SURPRWH

FRQWDPLQDWLRQ RI JURXQG ZDWHU LI WKH UHVHUYRLU ZDWHU TXDOLW\ DQG VHGLPHQW TXDOLW\

EHFRPHV GHJUDGHG DQG PLJUDWH LQWR WKH ZDWHU WDEOH� 7KH '(,6 PHQWLRQV �SJ� ���� WKH

SRWHQWLDO IRU JURXWLQJ WKH ERWWRP RI WKH UHVHUYRLU DUHD GXULQJ FRQVWUXFWLRQ WR SUHYHQW

VXFK LQWHUFRQQHFWLRQ� 6SHFLDO HQJLQHHULQJ PHWKRGV ZRXOG EH QHHGHG LQ WKHVH NDUVWLF

DUHDV� SDUWLFXODUO\ WKRVH LQYROYLQJ H[FDYDWLRQ� ORZ HOHYDWLRQV� FDYHV� DQG VLPLODU

JHRORJLF IHDWXUHV� 7KH JUHDWHVW SRWHQWLDO IRU JURXQG ZDWHU LPSDFWV DPRQJ WKH

DOWHUQDWLYHV DSSHDUV WR EH WKH FRQVWUXFWLRQ RI WKH UHVHUYRLU� (3$� ��X

5HVSRQVH WR &RPPHQW� -�� 79$ DJUHHV WKDW FRQVWUXFWLRQ RI D UHVHUYRLU LQ WKLV

NDUVW DUHD FRXOG SURPRWH FRQWDPLQDWLRQ RI WKH JURXQG ZDWHU LI ZDWHU LQ WKH UHVHUYRLU

EHFDPH GHJUDGHG DQG PLJUDWHG LQWR WKH ZDWHU WDEOH� 7KLV ZDV DFNQRZOHGJHG LQ

6HFWLRQ ��� RI WKH (,6� DFFRPSDQLHG E\ WKH VXJJHVWLRQ WKDW JURXWLQJ PD\ EH

UHTXLUHG WR SUHYHQW LQWUXVLRQ LQWR WKH JURXQG ZDWHU� ,I WKLV DOWHUQDWLYH ZDV VHOHFWHG�

JHRORJLF VXUYH\V ZRXOG QHHG WR EH FRQGXFWHG WR GHWHUPLQH WKH H[WHQW RI SRWHQWLDO

VXUIDFH�VXEVXUIDFH FRQQHFWLRQV� %DVHG RQ WKRVH VXUYH\V� PHDVXUHV WR SUHYHQW

H[WHQVLYH VXUIDFH ZDWHU LQWUXVLRQ �VXFK DV JURXWLQJ RU VHDOLQJ� ZRXOG EH GHWHUPLQHG

WKURXJK VSHFLDO HQJLQHHULQJ VWXGLHV DV SDUW RI WKH GHWDLOHG SODQQLQJ IRU WKDW SURMHFW�

-�� $GRSWLRQ RI $OWHUQDWLYH & HQWDLOV WKH GHYHORSPHQW RI D ���PLOH SLSHOLQH DQG WKH

VXEVHTXHQW FRQVWUXFWLRQ RI LWV GRZQVWUHDP 'XFN 5LYHU ERRVWHU VWDWLRQ� 7KH VLQNKROHV

DQG FDYHV DW WKLV YHQXH RIWHQ IRUP GHOLFDWH FRQGXLWV RU QDWXUDO ZDWHU SLSHV� 7KHUH DUH

FRQFHUQV WKDW� GXULQJ FRQVWUXFWLRQ� WKH VLQNKROHV DQG FDYHV PD\ EH LPSDFWHG� 6XFK

LPSDFWV GXULQJ FRQVWUXFWLRQ PLJKW LQYROYH LUUHYHUVLEOH FROODSVLQJ RI WKH IUDJLOH NDUVW

WRSRJUDSK\� TXLWH SRVVLEO\ LQFUHDVLQJ WKH OLNHOLKRRG RI JURXQG ZDWHU FRQWDPLQDWLRQ�

(QYLURQPHQWDO 6FLHQFH *UDGXDWH 6WXGHQWV� 8QLYHUVLW\ RI 7HQQHVVHH DW
&KDWWDQRRJD� ��E

5HVSRQVH WR &RPPHQW -�� 7KH LQVWDOODWLRQ RI SLSHOLQHV LQ NDUVW WHUUDLQ LV URXWLQHO\

GRQH IRU ZDWHU� QDWXUDO JDV� DQG YDULRXV SHWUROHXP SURGXFWV� $V LQGLFDWHG LQ

6HFWLRQ ���� D YDULHW\ RI DYRLGDQFH DQG HQJLQHHULQJ WHFKQLTXHV DUH DYDLODEOH IRU

PLWLJDWLQJ LPSDFWV WR WKH VXEVXUIDFH HQYLURQPHQW GXULQJ WKH LQVWDOODWLRQ RI D

SLSHOLQH� ,W LV WUXH WKDW NDUVWLF JHRORJ\ PD\ FRQWDLQ VLQNKROHV� ILVVXUHV� DQG FDYHV�

KRZHYHU� WKRVH DUHDV DUH VWLOO URFN VWUDWD DQG� DV VXFK� DUH QRUPDOO\ YHU\ VWDEOH DQG

VROLG� 6KRXOG WKLV DOWHUQDWLYH EH VHOHFWHG� VSHFLILF PHDVXUHV WR PLWLJDWH VXEVXUIDFH

LPSDFWV ZRXOG EH DGGUHVVHG LQ WKH VXEVHTXHQW HQJLQHHULQJ HYDOXDWLRQV DQG WKH

HYDOXDWLRQ RI SRVVLEOH HQYLURQPHQWDO HIIHFWV�

-�� :KDW HIIHFW RQ WKH JURXQG ZDWHU UHVRXUFHV LQ WKH (ON 5LYHU :DWHUVKHG DV D ZKROH

ZRXOG UHVXOW IURP WKH UHGXFWLRQ LQ WKH FDSDFLW\ RI WKH 7LPV )RUG 5HVHUYRLU WR UHFKDUJH

JURXQGZDWHU VXSSOLHV� 0DUN +� 'XGOH\� ��J

5HVSRQVH WR &RPPHQW -�� 7KHUH ZRXOG EH QR PHDVXUDEOH HIIHFW RQ WKH

JURXQGZDWHU UHVRXUFHV LQ WKH (ON 5LYHU ZDWHUVKHG� 7KH RQO\ WLPH 7LPV )RUG

UHVHUYRLU ZRXOG KDYH ZDWHU UHPRYHG WR WKH 'XFN 5LYHU ZRXOG EH GXULQJ D GURXJKW

\HDU� 'XULQJ VXFK D WLPH� WKH HOHYDWLRQ RI WKH UHVHUYRLU FRXOG EH UHGXFHG E\ ���

LQFKHV� ZKLFK LV ZHOO ZLWKLQ WKH QRUPDO RSHUDWLQJ UDQJH RI 7LPV )RUG 5HVHUYRLU DQG

ZRXOG QRW KDYH DQ\ HIIHFW RQ JURXQG ZDWHU�
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.�� >,@W LV XQFOHDU ZKDW FULWHULD 7'(& XVHV WR GHWHUPLQH WKDW RQH VWUHDP VHJPHQW LV

VXLWDEOH IRU DQ LQGXVWULDO ZDWHU VXSSO\ GHVLJQDWHG XVH� DQG QRW IRU D PXQLFLSDO ZDWHU

VXSSO\ GHVLJQDWHG XVH� (3$� ��DE

5HVSRQVH WR &RPPHQW .�� 0DQ\ RI WKH XVH FODVVLILFDWLRQV LQ HIIHFW WRGD\ ZHUH

DVVLJQHG WR VWUHDPV VHYHUDO \HDUV DJR ZKHQ 7HQQHVVHH LQLWLDOO\ DGRSWHG ZDWHU

TXDOLW\ VWDQGDUGV� $W WKDW WLPH� D VWUHDP UHDFK ZDV FODVVLILHG IRU ZDWHU VXSSO\ XVH

LI LW ZDV EHLQJ XVHG IRU ZDWHU VXSSO\ RU LI D VXIILFLHQW YROXPH RI ZDWHU ZDV DYDLODEOH

WR VXSSRUW WKDW XVH� ,Q UHFHQW \HDUV� 7'(& KDV EHHQ GLOLJHQW WR FODVVLI\ DOO VWUHDPV

IRU ILVK DQG DTXDWLF OLIH DQG UHFUHDWLRQ XVHV LQ DFFRUGDQFH ZLWK WKH &OHDQ :DWHU $FW�

7'(& KDV QRW JRQH EDFN DQG DGGHG WKH LQGXVWULDO DQG GRPHVWLF ZDWHU VXSSO\ XVH

FODVVLILFDWLRQV WR DOO VWUHDP UHDFKHV QRW FXUUHQWO\ FODVVLILHG IRU WKRVH XVHV� KRZHYHU�

WKH\ ZRXOG OLNHO\ UHVSRQG WR D ORFDO UHTXHVW WR KDYH D XVH DGGHG� 7'(& SUREDEO\

ZRXOG XVH LWV (3$�DSSURYHG ZDWHU TXDOLW\ FULWHULD IRU 'RPHVWLF :DWHU 6XSSO\ DQG

,QGXVWULDO :DWHU 6XSSO\ ZKHQ GHWHUPLQLQJ WKH VXLWDELOLW\ RI D VSHFLILF VWUHDP UHDFK�

.�� :H QRWH IURP SDJH �� WKDW� �7KH GRPHVWLF ZDWHU VXSSO\ XVH FODVVLILFDWLRQ LV H[FOXGHG

LQ WKHVH DUHDV EHFDXVH WKH 6WDWH RI 7HQQHVVHH �7'(&� FRQVLGHUV VWUHDP UHDFKHV

LPPHGLDWHO\ GRZQVWUHDP IURP PXQLFLSDO ZDVWHZDWHU GLVFKDUJHV WR EH XQVXLWDEOH IRU

GRPHVWLF ZDWHU VXSSO\ ZLWKGUDZDO�� 7KH VWDWH
V FULWHULD DQG VFLHQWLILF EDVLV IRU WKLV

GHFLVLRQ LV XQFOHDU� +RZ GRHV 7'(& GHWHUPLQH ZKHUH VXFK DQ H[FOXVLRQ ]RQH VKRXOG

QR ORQJHU H[LVW" $OWKRXJK QRW D 79$ GHFLVLRQ� ZH ZRXOG DSSUHFLDWH VRPH GLVFXVVLRQ

RQ WKLV PDWWHU LQ WKH )(,6� (3$� ��DD

5HVSRQVH WR &RPPHQW .�� $V D PDWWHU RI SROLF\� 7'(& QR ORQJHU FRQVLGHUV WKH

ILUVW ILYH PLOHV RI VWUHDP UHDFK GRZQVWUHDP IURP D ZDVWHZDWHU GLVFKDUJH WR EH

XQVXLWDEOH IRU GRPHVWLF ZDWHU VXSSO\ XVH� ,I 7'(& ZHUH WR DOORZ D GRPHVWLF ZDWHU

VXSSO\ LQWDNH WR EH VLWHG LQ D VSHFLILF UHDFK RI WKH 'XFN 5LYHU QRW SUHVHQWO\

FODVVLILHG IRU GRPHVWLF ZDWHU VXSSO\� WKH UHDFK ZRXOG EH UHFODVVLILHG WR SURWHFW WKDW

XVH� 5HIHUHQFH WR WKH SUHYLRXV SROLF\ LQ 6HFWLRQ ��� KDV EHHQ GHOHWHG�

.�� >6@HGLPHQWV DQG GLVLQIHFWLRQ�E\�SURGXFWV �7+0V� KDYH EHHQ D VLJQLILFDQW LVVXH IRU WKH

SXEOLF ZDWHU VXSSO\ V\VWHP FXUUHQWO\ XVLQJ WKH 'XFN 5LYHU DV LWV VRXUFH ZDWHU� 7KH

VRXUFH� HIIHFWV DQG FRQWURO RI 7+0V VKRXOG EH GLVFXVVHG LQ WKH )(,6� (3$� ��W

5HVSRQVH WR &RPPHQW .�� 7KH VXJJHVWHG GLVFXVVLRQ KDV EHHQ DGGHG WR 6HFWLRQ

����

.�� >6@HGLPHQWV DQG GLVLQIHFWLRQ�E\�SURGXFWV �7+0V� KDYH EHHQ D VLJQLILFDQW LVVXH IRU WKH

SXEOLF ZDWHU VXSSO\ V\VWHP FXUUHQWO\ XVLQJ WKH 'XFN 5LYHU DV LWV VRXUFH ZDWHU� 7+0

SUHFXUVRUV LQFOXGH DOJDH DQG KLJK 7RWDO 2UJDQLF &DUERQ �72&� OHYHOV� ZKLFK DUH LQ WXUQ

UHODWHG WR HOHYDWHG QXWULHQWV� :H VWURQJO\ UHFRPPHQG D 79$ FRPPLWPHQW IRU VRXUFH

ZDWHU SURWHFWLRQ DV SDUW RI WKH SUHIHUUHG DOWHUQDWLYH LQ WKH )(,6� :H EHOLHYH VXFK

SURWHFWLRQ VKRXOG EH SDUW DQG SDUFHO RI DQ\ SRWHQWLDO DSSURYDO RI D ZDWHU VXSSO\

SURMHFW� (3$� ��DF

5HVSRQVH WR &RPPHQW .�� ,QIRUPDWLRQ SUHVHQWHG LQ 6HFWLRQ ��� LGHQWLILHV WKH

QHHG WR SURWHFW WKH DGGLWLRQDO ZDWHU VXSSO\ VRXUFH� 79$ DJUHHV WKDW PDQDJHPHQW RI

SRWHQWLDO VRXUFHV RI FRQWDPLQDWLRQ WKURXJK VRXUFH ZDWHU SURWHFWLRQ HIIRUWV LV D

FULWLFDO QHHG LQ WKH XSSHU 'XFN 5LYHU ZDWHUVKHG� 7'(& KDV DQ (3$�DSSURYHG

6RXUFH :DWHU $VVHVVPHQW 3URJUDP DQG DVVHVVPHQWV IRU LQGLYLGXDO ZDWHU V\VWHPV
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DUH SUHVHQWO\ XQGHUZD\� 5HJDUGOHVV RI ZKLFK ZDWHU VXSSO\ DOWHUQDWLYH LV SXUVXHG�

WKH VWDWH SURJUDP ZRXOG EH WKH DSSURSULDWH DYHQXH IRU HQVXULQJ WKDW VRXUFH ZDWHU

SURWHFWLRQ LV LPSOHPHQWHG�

.�� 7KH GUDIW (,6 GRHV QRW DGGUHVV FXPXODWLYH LPSDFWV RI SURMHFWHG GHYHORSPHQW RQ ZDWHU

TXDOLW\ RU WKH ZDWHU VXSSO\ QHHGHG WR FOHDQ WKH DQWLFLSDWHG 7RWDO 0D[LPXP 'DLO\ /RDG

�70'/� FUHDWHG E\ GHYHORSPHQW� )DLOXUHV WR DGGUHVV WKLV LVVXH FDQ EH IRXQG DPRQJ

WKH PDQ\ VWUHDPV OLVWHG RQ WKH 7HQQHVVHH 'HSDUWPHQW RI (QYLURQPHQW DQG

&RQVHUYDWLRQ
V ���' OLVW� 0DUW\ 0DULQD� ([HFXWLYH 'LUHFWRU� 7HQQHVVHH

&RQVHUYDWLRQ /HDJXH� ��H

5HVSRQVH WR &RPPHQW .�� 6WDWH DQG ORFDO JRYHUQPHQWV� ZKLFK UHJXODWH SXEOLF

DQG SULYDWH ZDVWHZDWHU V\VWHPV� DUH UHVSRQVLEOH IRU HQVXULQJ WKDW JURZWK DQG

GHYHORSPHQW GR QRW DJJUDYDWH H[LVWLQJ ZDWHU TXDOLW\ FRQGLWLRQV RU DGYHUVHO\ DIIHFW

ZDWHU TXDOLW\ DQG VWUHDP XVHV�

.�� $GGLWLRQDOO\� ZH ZHUH FRQFHUQHG WKDW LQFUHDVHG ZDWHU VXUIDFH RQ WKH ODNH LQFUHDVHV

WKH HYDSRUDWLRQ UDWH� RIIVHWWLQJ WKH EHQHILW� 1R DQDO\VLV RI WKLV RIIVHW ZDV SUHVHQWHG�

:DV LW VWXGLHG" -RKQ 0� 3URFWHU� (ON�'XFN 5LYHU &KDSWHU� 7URXW 8QOLPLWHG� ��G

5HVSRQVH WR &RPPHQW .�� 7KH VORSH RI WKH VKRUHOLQH VXUURXQGLQJ 1RUPDQG\

5HVHUYRLU LV YHU\ VWHHS� VR UDLVLQJ WKH QRUPDO VXPPHU SRRO HOHYDWLRQ E\ ILYH IHHW

ZRXOG LQFUHDVH WKH VXUIDFH DUHD E\ MXVW ��� DFUHV �IURP ���� DFUHV WR ���� DFUHV �

VHH 6HFWLRQ ����� DERXW D VHYHQ SHUFHQW LQFUHDVH� %HFDXVH HYDSRUDWLYH ORVV LV UHODWHG

WR WKH DPRXQW RI VXUIDFH DUHD� QR PRUH WKDQ D VHYHQ SHUFHQW LQFUHDVH ZRXOG EH

H[SHFWHG LQ WKH YROXPH RI ZDWHU ORVW WR HYDSRUDWLRQ�

.�� $W WKH WLPH 1RUPDQG\ /DNH ZDV RQ WKH SODQQLQJ ERDUG� LW ZDV SRLQWHG RXW WKDW GXH WR

WKH VPDOO IORZ RI WKH 'XFN 5LYHU DQ DPRXQW HTXDO WR WKH DFWXDO IORZ ZRXOG HYDSRUDWH

HDFK GD\ IURP WKH ODNH� 7KXV WKHUH ZDV QRW PXFK JDLQ DV IDU DV ZDWHU VXSSO\ LV

FRQFHUQHG� 1RZ KHUH ZH DUH� ZLWK WKH QHHG IRU ZDWHU LQFUHDVLQJ� ,I )UDQNOLQ DQG

0RRUH &RXQW\ KDYH EHHQ OLPLWHG LQ WKH DPRXQW RI GHYHORSPHQW LQ WKH QDPH RI ZDWHU

TXDOLW\� WKHQ LW LV WLPH WR SXW WKH EUDNHV RQ GHYHORSPHQW LQ WKH 8SSHU 'XFN 5LYHU %DVLQ�

)� 0RQWJRPHU\ $GDPV� -U�� )UDQNOLQ &RXQW\ ([HFXWLYH� ��H

5HVSRQVH WR &RPPHQW .�� (YDSRUDWLYH ORVVHV ZRXOG EH JUHDWHVW LQ KRW GU\

PRQWKV VXFK DV -XO\� $XJXVW� DQG 6HSWHPEHU� ,Q $XJXVW� ZKHQ HYDSRUDWLYH ORVVHV

LQ WKH 'XFN 5LYHU ZDWHUVKHG ZRXOG EH KLJKHVW DQG WKH YROXPH RI ZDWHU IORZLQJ LQWR

1RUPDQG\ 5HVHUYRLU ZRXOG EH ORZHVW� WKH YROXPH RI ZDWHU HQWHULQJ WKH UHVHUYRLU

ZRXOG VWLOO H[FHHG WKH HYDSRUDWLYH ORVV E\ �� SHUFHQW�

.�� 7R KHOS IXUWKHU DVVHVV WKH SRWHQWLDO VXFFHVV RU SUREOHPV DVVRFLDWHG ZLWK WKH UHVHUYRLU

DOWHUQDWLYH� ZH VXJJHVW WKDW ZDWHU TXDOLW\ PRQLWRULQJ GDWD IRU WKH QHDUE\ 1RUPDQG\

5HVHUYRLU �ZKLFK E\ QRZ KDV DJHG RU HTXLOLEUDWHG DV D UHVHUYRLU� EH SURYLGHG LQ WKH

)(,6 IRU FRPSDULVRQ� WR WKH H[WHQW WKH WZR UHVHUYRLUV DUH VLPLODU� :H KDYH DOVR

HQFORVHG DQ (3$ 5HJLRQ � FKHFNOLVW �(3$ 6HFWLRQ ��� 5HVHUYRLU 5HYLHZ� SUHSDUHG E\

RXU ZHWODQGV VHFWLRQ WKDW VKRXOG SURYLGH DGGLWLRQDO JXLGDQFH LQ DVVHVVLQJ SRWHQWLDO

UHVHUYRLU SURMHFWV� (3$� ��P

5HVSRQVH WR &RPPHQW .�� :DWHU TXDOLW\ FRQGLWLRQV LQ 1RUPDQG\ 5HVHUYRLU DUH

GLVFXVVHG H[WHQVLYHO\ LQ 6HFWLRQ ���� HVSHFLDOO\ ZLWK UHVSHFW WR ORZ GLVVROYHG R[\JHQ

FRQFHQWUDWLRQV� KLJK FRQFHQWUDWLRQV RI LURQ DQG PDQJDQHVH� DQG KLJK FKORURSK\OO�D

FRQFHQWUDWLRQV� 6HFWLRQ ��� VXPPDUL]HV ILQGLQJV IURP PDQ\ \HDUV RI ZDWHU TXDOLW\

DQDO\VLV RQ 1RUPDQG\ 5HVHUYRLU DQG XVHV WKDW LQIRUPDWLRQ� LQ SDUW� DV WKH EDVLV IRU
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WKH SUHGLFWLRQV RI ZDWHU TXDOLW\ FRQGLWLRQV H[SHFWHG LQ D UHVHUYRLU RQ )RXQWDLQ

&UHHN� 6HFWLRQ ��� DOVR VXPPDUL]HV WKH XQGHVLUDEOH ZDWHU TXDOLW\ FRQGLWLRQV

LGHQWLILHG RQ 1RUPDQG\ 5HVHUYRLU WKDW ZRXOG EH H[SHFWHG WR RFFXU LQ D )RXQWDLQ

&UHHN UHVHUYRLU DQG SUHGLFWV FRQGLWLRQV HYHQ PRUH VHYHUH DW )RXQWDLQ &UHHN GXH WR

WKH VORZHU IOXVKLQJ UDWH� 7KH PRVW UHFHQW GDWD UHSRUW RQ 1RUPDQG\ 5HVHUYRLU KDV

EHHQ DGGHG LQ WKH OLVW RI UHIHUHQFHV �6HFWLRQ �����

.�� 7KH PRGLILFDWLRQ RI LQWURGXFLQJ FROG� R[\JHQ�GHSOHWHG� ERWWRP ZDWHU LQWR WKH V\VWHP

ZLOO SRVVLEO\ IXUWKHU GHSOHWH WKH GLVVROYHG R[\JHQ �� SRVVLEO\ GLVUXSWLQJ WKH FRPSOH[

WKHUPDO VWUDWLILFDWLRQ OD\HUV LQ WKH ZDWHU� 6XFK D GLVUXSWLRQ FRXOG DOVR LQWHUIHUH ZLWK

QXWULHQW F\FOLQJ �� D QHFHVVLW\ IRU DOO OLIH LQ DTXDWLF V\VWHPV� $FFXUDWH LPSDFW

DVVHVVPHQWV GHDOLQJ ZLWK VXFK LQWULFDWHO\ FRPSOH[ F\FOHV DQG R[\JHQ GHSOHWLRQ HIIHFWV

�RIWHQ H[SRQHQWLDO� LQ $OWHUQDWLYH % VKRXOG EH DSSURDFKHG ZLWK FDXWLRQ�

(QYLURQPHQWDO 6FLHQFH *UDGXDWH 6WXGHQWV� 8QLYHUVLW\ RI 7HQQHVVHH DW
&KDWWDQRRJD� ��J

5HVSRQVH WR &RPPHQW .�� 7KHVH DUH LPSRUWDQW LVVXHV WKDW FDQ DQG VKRXOG EH

GHDOW ZLWK LQ WKH GHWDLOHG GHVLJQ RI WKH RXWOHW VWUXFWXUH IRU D )RXQWDLQ &UHHN

UHVHUYRLU LI WKDW DOWHUQDWLYH LV SXUVXHG� 7KH RXWOHW SUREDEO\ ZRXOG EH GHVLJQHG WR

HQVXUH WKDW UHOHDVHV IURP WKH GDP ZRXOG FRQWDLQ DW OHDVW � PJ�O RI GLVVROYHG

R[\JHQ� :DWHU UHOHDVHG IURP WKH UHVHUYRLU DOVR SUREDEO\ ZRXOG QRW EH DOORZHG WR

DGYHUVHO\ DIIHFW DTXDWLF OLIH RU RWKHU EHQHILFLDO XVHV LQ WKH UHDFK RI )RXQWDLQ &UHHN

LPPHGLDWHO\ GRZQVWUHDP IURP WKH GDP RU LQ WKH DGMDFHQW UHDFK RI WKH 'XFN 5LYHU�

.��� $GGLWLRQDOO\� PDQ\ ELYDOHQW PHWDO LRQV WHQG WR GLVVROYH RXW RI VROXWLRQ DQG LQWR WKH

VRLOV RYHU WLPH� +RZHYHU� D ORZHUHG S+ DQG GHSOHWHG GLVVROYHG R[\JHQ ZLOO FDXVH

PDQ\ PHWDOV �FDOFLXP� PDQJDQHVH� HWF�� WR GLVVROYH EDFN LQWR WKH ZDWHU� 7KLV DORQH

FDQ KDYH D KD]DUGRXV HIIHFW XSRQ KXPDQV YLD SULPDU\ LQJHVWLRQ� VHFRQGDU\� LQJHVWLRQ

RU SURORQJHG FRQWDFW� (QYLURQPHQWDO 6FLHQFH *UDGXDWH 6WXGHQWV� 8QLYHUVLW\ RI

7HQQHVVHH DW &KDWWDQRRJD� ��K

.��� 7KH H[WUDFWLRQ RI VRLOV QHFHVVDU\ IRU FRQVWUXFWLRQ ZRXOG VXEMHFW WKH QHDUE\ ZDWHUV WR

KLJK DPRXQWV RI GLVVROYHG PHWDOV� SHWUROHXP DQG RUJDQLF DFLGV WKDW KDYH EHHQ ORQJ

VLQFH WUDSSHG ZLWKLQ WKH VRLOV� 7KLV FRQWDPLQDWLRQ FRXOG HIIHFWLYHO\ ORZHU WKH S+�

SRVVLEO\ DIIHFWLQJ QHDUE\ JURXQG ZDWHU WDEOHV� ,Q DGGLWLRQ� LQFUHDVHG DPRXQWV RI

IUHVKO\ NLOOHG SODQW PDWWHU DQG WKH LQWURGXFWLRQ RI FDUERQ ULFK KXPXV LQWR WKH

KHWHURJHQHRXV ZDWHUV PD\ FDXVH PDQ\ VSHFLHV RI KHWHURWURSKLF EDFWHULD WR EORRP�

&ROOHFWLYHO\� SRWHQWLDO HIIHFWV RI ORZHULQJ WKH GLVVROYHG R[\JHQ FRQWHQW LQ WKH UHVHUYRLU

DV ZHOO DV LQFUHDVLQJ WKH FKDQFH IRU DQ RXWEUHDN RI GDQJHURXV EDFWHULD VXFK DV

&U\SWRVSRULGLXP VS�� ( FROL DQG RWKHU IHFDO FROLIRUP PHULWV IXUWKHU UHMHFWLRQ RI

$OWHUQDWLYH %� (QYLURQPHQWDO 6FLHQFH *UDGXDWH 6WXGHQWV� 8QLYHUVLW\ RI

7HQQHVVHH DW &KDWWDQRRJD� ��I

5HVSRQVH WR &RPPHQWV .�� DQG .��� 'LVVROYHG PHWDOV VXFK DV LURQ DQG

PDQJDQHVH ZRXOG EH H[SHFWHG WR EH SUHVHQW LQ WKH GHHSHU ZDWHU RI D )RXQWDLQ &UHHN

UHVHUYRLU ZKHQ GLVVROYHG R[\JHQ FRQFHQWUDWLRQV ZHUH YHU\ ORZ� &RQFHQWUDWLRQV RI

LURQ DQG PDQJDQHVH ZRXOG EH UHJXODWHG XQGHU WKH VHFRQGDU\ VWDQGDUGV RI WKH 6DIH

'ULQNLQJ :DWHU $FW EHFDXVH WKH\ ZRXOG DIIHFW WKH DHVWKHWLF TXDOLW\ RI GULQNLQJ ZDWHU

EXW QRW KXPDQ KHDOWK� 'LVVROYHG R[\JHQ GHSOHWLRQ LQ WKH GHHSHU ZDWHU RI D

)RXQWDLQ &UHHN UHVHUYRLU ZRXOG OLNHO\ EH PRUH VHYHUH GXULQJ WKH ILUVW ��� \HDUV DIWHU

LPSRXQGPHQW WKDQ LQ ODWHU \HDUV GXH WR WKH GHFD\ RI YHJHWDWLRQ OHIW LQ WKH UHVHUYRLU

DQG WKH EUHDNGRZQ RI R[\JHQ�GHPDQGLQJ PDWHULDO SUHVHQW LQ WKH LQXQGDWHG VRLO�

(IIHFWLYH FRQWURO RI QRQ�SRLQW VRXUFHV LQ WKH )RXQWDLQ &UHHN ZDWHUVKHG ZRXOG EH

HVVHQWLDO WR SUHYHQW SRWHQWLDOO\ KDUPIXO EDFWHULD IURP HQWHULQJ WKH ZDWHU VXSSO\

UHVHUYRLU�
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.��� 7KH )RXQWDLQ &UHHN UHVHUYRLU GRHV QRW DSSHDU WR EH D YLDEOH DOWHUQDWLYH LQ OLJKW RI WKH

HVWLPDWHG FRVW DQG SRWHQWLDO IRU HXWURSKLFDWLRQ FDXVHG E\ WKH QXWULHQW ULFK )RXQWDLQ

&UHHN EDVLQ� %RWK 79$ DQG WKH 7HQQHVVHH 'HSDUWPHQW RI $JULFXOWXUH KDYH LGHQWLILHG

PDQ\ QRQSRLQW VRXUFH ZDWHU SROOXWLRQ LVVXHV WKURXJKRXW WKH ZDWHUVKHG� 7KHVH ZDWHU

SROOXWLRQ LVVXHV FRXOG KDYH ORQJ�WHUP LPSDFWV RQ WKH ELRGLYHUVLW\ RI WKH DUHD�

SDUWLFXODUO\ DTXDWLF VSHFLHV� &RUUHFWLRQ RI WKHVH SUREOHPV LV QRW D GRFXPHQWHG FRVW

QRU LQFOXGHG LQ WKH GLVFXVVLRQ RI LPSDFWV RI WKLV SURSRVHG DOWHUQDWLYH� $QGUHZ 1�

%DUUDVV� (QYLURQPHQWDO 5HYLHZ &RRUGLQDWRU� 'LYLVLRQ RI 1DWXUDO +HULWDJH� ��G

5HVSRQVH WR &RPPHQW .��� $YDLODEOH LQIRUPDWLRQ VXJJHVWV WKDW WKH )RXQWDLQ

&UHHN ZDWHUVKHG KDV VLJQLILFDQW QRQ�SRLQW VRXUFHV ZKLFK VKRXOG EH FRUUHFWHG

UHJDUGOHVV RI ZKLFK DOWHUQDWLYH LV VHOHFWHG� 1RQ�SRLQW FRQWDPLQDWLRQ VRXUFHV ZRXOG

EH D FRQWLQXLQJ WKUHDW WR D ZDWHU VXSSO\ LQWDNH GLUHFWO\ LQ WKH UHVHUYRLU RU RQH

ORFDWHG GRZQVWUHDP RI WKH PRXWK RI )RXQWDLQ &UHHN� 7KH FRVW RI D ZDWHUVKHG�ZLGH

QRQ�SRLQW VRXUFH SROOXWLRQ PDQDJHPHQW SURJUDP ZDV QRW LQFOXGHG LQ WKH RUGHU RI

PDJQLWXGH FRVW HVWLPDWH IRU WKH )RXQWDLQ &UHHN UHVHUYRLU DOWHUQDWLYH� )RXQWDLQ

&UHHN LV OLVWHG RQ WKH 7'(& 6HFWLRQ ����G� OLVW ZKLFK PHDQV WKDW LQ WKH IXWXUH QRQ�

SRLQW SROOXWLRQ VRXUFHV ZLOO KDYH WR EH FRUUHFWHG WR UHVWRUH XVH RI WKH VWUHDP� ,I WKH

)RXQWDLQ &UHHN UHVHUYRLU DOWHUQDWLYH ZDV VHOHFWHG IRU LPSOHPHQWDWLRQ E\ ORFDO

JRYHUQPHQWV EHIRUH WKH QRQ�SRLQW VRXUFH PDQDJHPHQW SURJUDP LV LQ SODFH� WKHQ DQ

DFFHOHUDWHG FRUUHFWLRQ SURJUDP SUREDEO\ ZRXOG EH QHHGHG� ,Q DGGLWLRQ� WKH QRQ�

SRLQW VRXUFH SROOXWLRQ PDQDJHPHQW SURJUDP UHTXLUHG WR FRUUHFW FXUUHQW XVH LPSDFWV

WR WKH IUHH IORZLQJ )RXQWDLQ &UHHN ZRXOG QRW EH DV H[WHQVLYH RU DV FRVWO\ DV WKH

SURJUDP QHHGHG WR SURWHFW D ZDWHU VXSSO\ UHVHUYRLU�

.��� 7KH OHWWHU GDWHG $SULO �� ����� IURP '� /� 0XODQG� WKHQ WKH 'LUHFWRU RI 'LYLVLRQ RI

:DWHU 4XDOLW\ &RQWURO� WR 0U� -RKQ /� )HUJXVRQ� WKHQ 79$ 3URMHFW 0DQDJHU� VWDWHG WKDW

&ROXPELD 5HVHUYRLU ZRXOG KDYH OLPLWHG ZDWHU TXDOLW\ UHODWHG WR WKH VXPPHUWLPH

HXWURSKLF FRQGLWLRQV WKDW IXWXUH ZDWHU XVHU LQ WKH &ROXPELD DUHD KDYH QRW EHHQ PDGH

DZDUH RI� :HOO� , GLGQ
W NQRZ DQ\WKLQJ DERXW LW XQWLO DERXW WKUHH \HDUV DJR ZKHQ ZH

UDQ DFURVV WKLV LQIRUPDWLRQ� :LOOLDP 'HUU\EHUU\� ��G

.��� :H
YH DOUHDG\ VSHQW ���0 RQ D GDP DQG WKHQ KDG LW WRUH GRZQ DQG QRW D GURS RI

ZDWHU SXW EHKLQG LW� 7KH UHDVRQ WKH\ WRUH LW GRZQ LV WKH VDPH UHDVRQ WKH\ FDQ
W EH

QRQH SXW EHKLQG D )RXQWDLQ &UHHN 'DP� ,Q D OHWWHU GDWHG -XQH �� ����� IURP 6WHYH

$QGHUVRQ RI WKH 7HQQHVVHH 'HSDUWPHQW RI 3XEOLF +HDOWK WR WKH &RPPLVVLRQHU RI

+HDOWK� (XJHQH :� %RZZLQNOH� 0'� VWDWHV WKDW WKH &ROXPELD 5HVHUYRLU ZRXOG KDYH

VHYHUH ZDWHU TXDOLW\ SUREOHPV� ZRXOG QRW EH DQRWKHU KLJK TXDOLW\ 7HQQHVVHH ODNH� DQG

WKH 7HQQHVVHH SXEOLF KHDOWK UHFRPPHQGHG WKDW FHUWLILFDWLRQ RI &ROXPELD 'DP EH

GHQLHG� 7KH &ROXPELD 5HVHUYRLU ZRXOG GHJUDGH WKH ZDWHU TXDOLW\ RI WKH 'XFN 5LYHU�

1RZ LI WKH &ROXPELD 'DP ZRXOG GHJUDGH WKH ZDWHU RI 'XFN 5LYHU� ZKDW ZRXOG

)RXQWDLQ &UHHN GR" ,Q WKLV ERRN ULJKW KHUH RQ SDJH �� RI WKH (,6� LW VWDWHV WKDW LQ

����� WKHUH ZDV QR VWUHDPV UXQQLQJ LQWR WKH ULYHU IURP 1RUPDQG\ WR &ROXPELD� VR DW

WKDW WLPH )RXQWDLQ &UHHN ZDV QRW HYHQ UXQQLQJ� 7KDW ZDV LQ ���� DQG EHWZHHQ WKHUH

DQG ���� , NQRZ WKHUH ZHUH WZR RU PRUH \HDUV WKDW WKH ZDWHU ZDV QRW UXQQLQJ EHFDXVH

, OLYHG RQ WKH FUHHN DQG , ZHQW GRZQ WKHUH PDQ\ D WLPH DQG SOD\HG LQ WKH PXGKROHV

DQG WKHUH ZDV QR ZDWHU UXQQLQJ� VR ZKDW NLQG RI TXDOLW\ RI ZDWHU DUH ZH JRLQJ WR

KDYH" :LOOLDP 'HUU\EHUU\� ��E

5HVSRQVH WR &RPPHQWV .�� DQG .��� 7KH ZDWHU TXDOLW\ LPSDFWV RI WKH IRXU

DOWHUQDWLYHV DUH IXOO\ GHVFULEHG LQ WKH (,6� LQFOXGLQJ ZDWHU TXDOLW\ FRQGLWLRQV

H[SHFWHG LQ D UHVHUYRLU RQ )RXQWDLQ &UHHN� :DWHU TXDOLW\ FRQGLWLRQV LQ D )RXQWDLQ

&UHHN UHVHUYRLU ZRXOG EH VLPLODU WR WKH FRQGLWLRQV SUHGLFWHG WR RFFXU LQ WKH
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&ROXPELD 5HVHUYRLU� KDG LW EHHQ FRPSOHWHG� 7'(& ZRXOG OLNHO\ UHTXLUH WKH ZDWHU

UHOHDVHG IURP D UHVHUYRLU RQ )RXQWDLQ &UHHN WR PHHW DOO SHUWLQHQW ZDWHU TXDOLW\

VWDQGDUGV RI WKH VWDWH RI 7HQQHVVHH� ZKLFK ZRXOG SUHYHQW DQ\ DGYHUVH LPSDFWV RQ

ZDWHU TXDOLW\ LQ WKH 'XFN 5LYHU�

.��� )URP D ZDWHU�TXDOLW\ SRLQW RI YLHZ� ZH EHOLHYH $OWHUQDWLYH & ZLOO KDYH WKH /HDVW

0LQLPDO ,PSDFW RQ ZDWHU TXDOLW\ IURP ERWK WKH QDWXUDO UHVHUYRLU DQG WKH UHVHUYRLU

FRQVWUXFWLRQ DUHD LV PLQLPDO DQG GRHV QRW UXQ WKH ULVN RI FRQWDPLQDWLQJ ZDWHU IURP

H[SRVHG VRLO UXQRII RU ZLSLQJ RXW HQWLUH FRPPXQLWLHV RI RUJDQLVPV� 7KH DPRXQW RI

ZDWHU WUDQVIHUUHG LV VXIILFLHQWO\ VPDOO HQRXJK� JUHDWO\ UHGXFLQJ WKH ULVN RI DIIHFWLQJ

QXWULHQW F\FOLQJ DQG WKHUPDO VWUDWLILFDWLRQ RU WKH ORZHUHG GLVVROYHG R[\JHQ OHYHOV

ZLWKLQ FHUWDLQ SRSXODWLRQ SDUDPHWHUV� (QYLURQPHQWDO 6FLHQFH *UDGXDWH 6WXGHQWV�

8QLYHUVLW\ RI 7HQQHVVHH DW &KDWWDQRRJD� ��G

5HVSRQVH WR &RPPHQW .��� &RPPHQW QRWHG�

.��� $OWHUQDWLYH ' LV SURMHFWHG WR PHHW &ROXPELD DUHD ZDWHU QHHGV RQO\ WKURXJK \HDU ����

ZKLOH WKH RWKHU DOWHUQDWLYHV DUH SURMHFWHG WR PHHW ZDWHU QHHGV XS WR RU ODWHU WKDQ \HDU

����� 0DUMRULH 6� &ROOLHU� 3UHVLGHQW� )ULHQGV RI 6KRUW 6SULQJV� ��G

5HVSRQVH WR &RPPHQW .��� ,I $OWHUQDWLYH ' ZDV SXUVXHG� ZDWHU VXSSO\ V\VWHPV

LQ WKH 0DXU\�VRXWKHUQ :LOOLDPVRQ &RXQW\ :DWHU 6HUYLFH $UHD ZRXOG QHHG WR

LPSOHPHQW ZDWHU FRQVHUYDWLRQ PHDVXUHV RU DGRSW RWKHU PHDQV RI PHHWLQJ WKH

DQWLFLSDWHG ZDWHU QHHGV EH\RQG WKH \HDU ����� $ �� SHUFHQW FRQVHUYDWLRQ VDYLQJV LV

D UHDVRQDEOH H[SHFWDWLRQ VLQFH� WKURXJKRXW WKH 8QLWHG 6WDWHV� ZDWHU XWLOLWLHV

URXWLQHO\ DFFRPSOLVK DW OHDVW WKLV SHUFHQWDJH RI UHGXFWLRQ LQ ZDWHU XVH WKURXJK

FRQVHUYDWLRQ SURJUDPV�

.��� $OORZLQJ $OWHUQDWLYH ( >ZRXOG@ UHGXFH YDOXDEOH ZDWHU VXSSOLHV LQ WKH (ON 5LYHU

:DWHUVKHG WR DOORZ PRUH GHYHORSPHQW LQ WKH 'XFN 5LYHU :DWHUVKHG� D ZDWHUVKHG DUHD

ZKRVH FDSDFLW\ LV OLPLWHG LV DQ H[DPSOH RI SRRU SODQQLQJ� 2QH� WKLV HQFRXUDJHV IXUWKHU

GHYHORSPHQW WR RFFXU LQ DQ DUHD WKDW LV RXWJURZLQJ WKH DOUHDG\ OLPLWHG UHVRXUFH RI LWV

ZDWHUVKHG VXSSOLHV� 6HFRQGO\� >WKLV@ GLVFRXUDJHV GHYHORSPHQW LQ WKH (ON 5LYHU

:DWHUVKHG E\ UHGXFLQJ WKH LPSRXQGPHQW
V VXSSOLHV DQG UHGXFLQJ JURXQGZDWHU

UHFKDUJH� 0DUN +� 'XGOH\� ��D

.��� 5HFKDUJLQJ RQH ULYHU ZLWK DQRWKHU LV QRW UHDOO\ VROYLQJ WKH SUREOHP� IRU LW FUHDWHV RWKHU

SUREOHPV� $ W\SLFDO GU\ SHULRG LQ WKH 8SSHU 'XFN 5LYHU %DVLQ LV D W\SLFDO GU\ SHULRG LQ

RXU ZDWHUVKHG� DOVR� :DWHU TXDOLW\ KHUH LV QRW YHU\ JRRG QRZ DQG GXULQJ GU\ SHULRGV

LV OHVV VR� 'URSSLQJ 7LPV )RUG 5HVHUYRLU E\ ��� LQFKHV LQ D GU\ SHULRG LV QRW ZLVH DQG

ZRXOG OHDG WR IXUWKHU ZDWHU TXDOLW\ SUREOHPV KHUH� $V )UDQNOLQ &RXQW\ JURZV� DQG \RX

NQRZ ZH DUH� RXU ZDWHU QHHGV ZLOO JURZ WRR� )� 0RQWJRPHU\ $GDPV� -U�� )UDQNOLQ

&RXQW\ ([HFXWLYH� ��F

.��� 7KLV VWXG\ GRHV QRW FRPPHQW RQ SRWHQWLDO HIIHFWV GRZQVWUHDP IURP 7LPV )RUG 'DP

GXULQJ SHULRGV RI GURXJKW ZKLFK PLJKW UHVXOW IURP WKH UHGXFHG ZDWHU VXSSO\ LQ 7LPV

)RUG 5HVHUYRLU� 0DUN +� 'XGOH\� ��I

.��� :H DOVR ZDQW WR EULQJ WR WKH FRPPLWWHH
V DWWHQWLRQ WKDW SURPLVHG PLQLPXP IORZV RI ��

FIV KDYH QRW EHHQ PDLQWDLQHG LQ UHFHQW ZHHNV DQG PRQWKV RQ WKH (ON 5LYHU EHORZ 7LPV

)RUG� 7KLV HIIHFW� FRXSOHG ZLWK WKH DGYHUVH HIIHFW RI WKH QHZ ZDWHU FUHVV RSHUDWLRQ�

KDV PDQ\ WURXW DQJOHUV ZKR QRUPDOO\ ILVK WKH (ON QRZ SUHIHUULQJ WR ILVK WKH 'XFN� ,W

KDV EHHQ D GU\ )DOO VHDVRQ� , GR QRW NQRZ LI ZH DUH LQ GURXJKW FRQGLWLRQV� EXW LW VXUH
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GRHV QRW VHHP ZH KDYH KDG RXU �� LQFKHV RI UDLQIDOO WR QRW EH LQ RQH� 6XUHO\� HYHU\RQH

UHFRJQL]HV D GURXJKW LQ &ROXPELD OLNHO\ PHDQV D GURXJKW IRU WKH (ON 5LYHU EDVLQ DV

ZHOO� ,W VHHPV LOORJLFDO WR VWHDO ZDWHU IURP 7LPV ZKHQ PLQLPXP IORZV DOUHDG\ FDQQRW

EH PHW� -RKQ 0� 3URFWHU� (ON�'XFN 5LYHU &KDSWHU� 7URXW 8QOLPLWHG� ��H

5HVSRQVH WR &RPPHQWV .�� � .��� 7LPV )RUG 5HVHUYRLU KROGV ��� WLPHV PRUH

ZDWHU LQ VWRUDJH WKDQ 1RUPDQG\ 5HVHUYRLU �DSSUR[LPDWHO\ ������� DFUH�IHHW LQ 7LPV

)RUG FRPSDUHG WR ������� DFUH�IHHW LQ 1RUPDQG\�� ,Q ����� WKH ZDWHU V\VWHPV LQ

)UDQNOLQ DQG 0RRUH FRXQWLHV XVHG ��� PJG RI VXUIDFH ZDWHU DQG ��� PJG RI

JURXQGZDWHU IURP ZHOOV DQG VSULQJV� IRU D WRWDO ZDWHU GHPDQG LQ ERWK FRXQWLHV RI

��� PJG� 7KDW OHYHO RI ZDWHU XVH ZRXOG EH HTXLYDOHQW WR �� DFUH�IHHW SHU GD\ LI DOO RI

WKH ZDWHU ZDV ZLWKGUDZQ IURP 7LPV )RUG 5HVHUYRLU� :LWK VWHDG\ RU HYHQ DGGLWLRQDO

JURZWK LQ )UDQNOLQ DQG 0RRUH FRXQWLHV� WKHUH ZRXOG EH HQRXJK ZDWHU LQ 7LPV )RUG

5HVHUYRLU WR PHHW IXWXUH ZDWHU VXSSO\ GHPDQGV LQ WKH (ON 5LYHU DUHD ZKLOH KHOSLQJ

WR PHHW WKH QHHGV RI DGMDFHQW ZDWHU VHUYLFH DUHD� 7KH HVWLPDWHG ORZHULQJ RI 7LPV

)RUG UHVHUYRLU SRRO HOHYDWLRQ E\ � WR � LQFKHV LQ GURXJKW \HDUV ZRXOG KDYH QR

PHDVXUDEOH HIIHFW RQ ZDWHU TXDOLW\� 79$ªV DELOLW\ WR PDLQWDLQ DQ LQVWDQWDQHRXV

PLQLPXP IORZ RI �� FXELF IHHW SHU VHFRQG GRZQVWUHDP IURP 7LPV )RUG 'DP WR

VXSSRUW GRZQVWUHDP XVHV DOVR ZRXOG QRW EH DIIHFWHG E\ WKH RSHUDWLRQ RI D SLSHOLQH

VLPLODU WR WKH RQH GHVFULEHG XQGHU $OWHUQDWLYH (�

.��� , VXJJHVW WKDW DOO ZDWHU WDNHQ RXW RI 1RUPDQG\ UH�HQWHU WKH 'XFN 5LYHU ZDWHUVKHG�

1DQF\ /� 3HQURG� ��D

.��� 2QH VROXWLRQ WKDW PLJKW EH FRQVLGHUHG ZRXOG EH WR KDYH &LW\ RI 7XOODKRPD� ZKR GUDZV

LWV ZDWHU IURP 1RUPDQG\ /DNH� WR GHSRVLW LWV WUHDWHG ZDVWHZDWHU LQWR WKH 'XFN 5LYHU

LQVWHDG RI GHSRVLWLQJ LQWR 7LPV )RUG /DNH DV LW QRZ GRHV� 5REHUW 1� 5HHG� ��F

.��� 2QH SRVVLELOLW\ ZRXOG EH WR GLVFKDUJH EDFN WR WKH 'XFN 5LYHU DOO WUHDWHG ZDWHU

RULJLQDOO\ GUDZQ IURP LW� 7KLV ZRXOG LQFOXGH 7XOODKRPD� DPRQJ RWKHUV� )�

0RQWJRPHU\ $GDPV� -U�� )UDQNOLQ &RXQW\ ([HFXWLYH� ��G

.��� ,I \RX QHHG WR LQFUHDVH WKH IORZ RI 'XFN 5LYHU� ZH KDYH D SURSRVDO IRU \RX� &XUUHQWO\�

WKH &LW\ RI 7XOODKRPD GUDZV LWV PXQLFLSDO ZDWHU IURP 1RUPDQG\ 5HVHUYRLU RQ 'XFN

5LYHU� EXW GXPSV LWV WUHDWHG ZDVWHZDWHU LQWR 7LPV )RUG 5HVHUYRLU RQ (ON 5LYHU� ,W

ZRXOG EH IDU OHVV FRVWO\ WR UHWXUQ WKH &LW\ RI 7XOODKRPD
V ZDVWHZDWHU WR 'XFN 5LYHU

WKDQ WR FRQVWUXFW D WZHQW\ PLOH SLSHOLQH IURP 7LPV )RUG /DNH WR 6KHOE\YLOOH� 7KLV

ZRXOG UHWXUQ ERWK ULYHUV WR D PRUH QDWXUDO IORZ YROXPH DQG ZRXOG LPSURYH WKH ZDWHU

TXDOLW\ LQ 7LPV )RUG /DNH� ,I WKH UHVXOWLQJ LQFUHDVH LQ ZDWHU IORZ LQ 'XFN 5LYHU VKRXOG

EH LQVXIILFLHQW WR PHHW IXWXUH GHPDQG LQ WKH 0DXU\�VRXWKHUQ :LOOLDPVRQ &RXQW\ :DWHU

6HUYLFH $UHD� WKHQ WKDW GHPDQG LV XQUHDVRQDEOH DQG VKRXOG EH ORZHUHG E\ SODFLQJ

OLPLWV RQ GHYHORSPHQW LQ WKDW DUHD� )OR\G DQG /LQGD $\HUV� ��E

.��� :H UHFRPPHQG WKDW D PRGLILFDWLRQ RI $OWHUQDWLYH ( �ZKLFK ZH QDPH KHUH DV 0RGLILHG

(� EH FRQVLGHUHG WR WKH H[WHQW WKDW LW PLJKW EH IHDVLEOH� 0RGLILHG ( UHODWHV WR WKH

7XOODKRPD :DVWHZDWHU 7UHDWPHQW 3ODQW �7XOODKRPD� GLVFXVVHG RQ SDJHV ��������

7XOODKRPD SXUFKDVHV ZDWHU IURP WKH 'XFN 5LYHU 8WLOLW\ &RPPLVVLRQ ZKLFK ZLWKGUDZV

IURP WKH 1RUPDQG\ 5HVHUYRLU� 7XOODKRPD WKHQ GLVFKDUJHV LWV WUHDWHG ZDVWHZDWHU LQWR

5RFN &UHHN ZKLFK LV D WULEXWDU\ RI WKH (ON 5LYHU� ZKLFK LV FRQQHFWHG WR DQG GUDLQV LQWR

WKH 7LPV )RUG 5HVHUYRLU� $V VXFK� ZDWHU LV EHLQJ UHPRYHG IURP WKH 'XFN 5LYHU V\VWHP

DQG GLVFKDUJHG LQWR 7LPV )RUG DQG� ZLWK $OWHUQDWLYH (� 7LPV )RUG ZDWHU LV EHLQJ

ZLWKGUDZQ DQG GLVFKDUJHG LQWR WKH 'XFN 5LYHU� :H VXJJHVW WKDW WKH SRWHQWLDO IRU

7XOODKRPD UHWXUQLQJ LWV 'XFN 5LYHU ZDWHU WR 'XFN 5LYHU DV 0RGLILHG ( EH H[SORUHG�
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7KLV ZRXOG DYRLG LQWHUEDVLQ WUDQVIHU DQG WKH 7LPV )RUG ���PLOH SLSHOLQH �DOEHLW� WKH

ORJLVWLFV DQG YROXPHV RI 0RGLILHG ( DUH XQFOHDU DQG WKH QHHG IRU D SLSHOLQH RI

XQFHUWDLQ 7XOODKRPD WR WKH 'XFN 5LYHU H[LVWV�� (3$� ��S

5HVSRQVH WR &RPPHQWV .�� � .��� 79$ GRHV QRW FRQVLGHU WKH GLVFKDUJH RI WKLV

ZDVWHZDWHU LQWR WKH 'XFN 5LYHU WR EH D YLDEOH DOWHUQDWLYH WR PHHW IXWXUH ZDWHU QHHGV

RI WKH &ROXPELD DUHD� 7KH SUHVHQW YROXPH RI WKH 7XOODKRPD ZDVWHZDWHU GLVFKDUJH LV

DERXW ��� PJG DQG� HYHQ ZLWK JURZWK RYHU WKH QH[W �� \HDUV� WKH YROXPH RI ZDWHU

DYDLODEOH IURP WKLV ZDVWHZDWHU GLVFKDUJH ZRXOG QRW EH VXIILFLHQW WR PHHW WKH �� PJG

ZDWHU VXSSO\ VKRUWIDOO ZKLFK LV SURMHFWHG WR RFFXU LQ WKH 0DXU\�VRXWKHUQ

:LOOLDPVRQ &RXQW\ :DWHU 6HUYLFH $UHD E\ ����� )XUWKHUPRUH� UHORFDWLQJ WKH

GLVFKDUJH WR WKH 'XFN 5LYHU GRZQVWUHDP IURP 1RUPDQG\ 'DP ZRXOG UHTXLUH WKH

FRQVWUXFWLRQ RI D ��� WR ���PLOH ORQJ SLSHOLQH DQG D SXPSLQJ VWDWLRQ WR WUDQVSRUW

WKH ZDVWHZDWHU IURP WKH 7XOODKRPD WUHDWPHQW SODQW� $OVR� WKH FRVW RI FRQVWUXFWLQJ D

SLSHOLQH WKURXJK WKH XUEDQ DUHD RI 7XOODKRPD ZRXOG EH VXEVWDQWLDO�

.��� 0\ FDOFXODWLRQV LQGLFDWH WKDW MXVW E\ UHWURILWWLQJ WKH SUHVHQW ������� UHVLGHQFHV �EDVHG

RQ WKH SRSXODWLRQ QXPEHUV OLVWHG IRU WKH &ROXPELD�6SULQJ +LOO�7KRPSVRQ 6WDWLRQ

VHUYLFH DUHD� ZLWK FLVWHUQV RI ����JDO�VT�IW� RI KRXVH� WKH HTXLYDOHQW RI �� PJG �DW ��

LQFKHV RI UDLQ SHU \HDU� ZRXOG EH FDSWXUHG� 7KLV LV URXJKO\ ��� RI UHVLGHQWLDO XVH�

ZKLFK LV SUREDEO\ XVHG SULPDULO\ IRU ODQGVFDSH LUULJDWLRQ DQ\ZD\� )XUWKHUPRUH� WKHUH

LV QR UHDVRQ ZK\ FLVWHUQV FRXOG QRW EH LQFRUSRUDWHG LQWR FRPPHUFLDO DQG LQGXVWULDO

DSSOLFDWLRQV� (DFK V\VWHP FRXOG EH LQVWDOOHG IRU OHVV WKDQ ����� SHU JDOORQ RI

FDSDFLW\� 7KLV LV H[SHQVLYH FRPSDUHG WR WKH RWKHU RSWLRQV� EXW WKLV RSWLRQ ZRXOG

SURYLGH PXOWLSOH VHFRQGDU\ EHQHILWV� )XUWKHUPRUH� DV JURZWK FRQWLQXHV WKH LQVWDOODWLRQ

RI FLVWHUQV FRXOG EH LQFRUSRUDWHG LQWR ORFDO EXLOGLQJ FRGHV� ZLWK FRVWV DGGHG WR QHZ

KRPHV DQG EXVLQHVVHV �SRVVLEO\ ZLWK LQFHQWLYHV OLNH ,Q /LHX RI D SRUWLRQ RI ,PSDFW

IHHV�� 5LFKDUG (� /RFNZRRG� ��G

5HVSRQVH WR &RPPHQW .��� 6WXGLHV VXJJHVW WKDW DERXW �� SHUFHQW RI WKH WRWDO

ZDWHU XVHG E\ DQ DYHUDJH KRXVHKROG LV XVHG RXWGRRUV� ,I WKLV LV WUXH DQG LI HYHU\

KRXVHKROG XVHG D FLVWHUQ IRU RXWGRRU XVH� E\ ����� WKH SRWHQWLDO ZDWHU VDYLQJV LQ

WKH &ROXPELD DUHD ZRXOG EH DERXW � PJG� 7KH HVWLPDWHG DGGLWLRQDO ZDWHU VXSSO\

QHHGHG LQ WKH 0DXU\�VRXWKHUQ :LOOLDPVRQ &RXQW\ :DWHU 6HUYLFH $UHD LQ ���� LV ��

PJG� 7KHUHIRUH� WKH � PJG HVWLPDWHG WR EH VDYHG E\ KRXVHKROG FLVWHUQV ZRXOG QRW�

E\ LWVHOI� EH HQRXJK WR PHHW WKH IXWXUH QHHGV RI WKH DUHD� 7KH FRQFHSW RI FLVWHUQV

IDOOV LQWR WKH FDWHJRU\ RI ZDWHU FRQVHUYDWLRQ PHDVXUHV LQGLYLGXDO KRPHRZQHUV RQ D

SXEOLF ZDWHU V\VWHP FRXOG LPSOHPHQW WR VDYH ZDWHU� 2WKHU ZDWHU VDYLQJ PHDVXUHV

ZKLFK KDYH EHHQ DGRSWHG E\ KRPHRZQHUV LQFOXGH UHWURILWWLQJ LQVLGH SOXPELQJ

IL[WXUHV ZLWK ZDWHU VDYLQJ IDXFHWV� VKRZHU KHDGV� DQG WRLOHWV� *HQHUDO SXEOLF

DFFHSWDQFH RI FLVWHUQV ZRXOG SUREDEO\ EH ORZ GXH WR WKH FRQVWUXFWLRQ FRVW� VLWLQJ

FRQVLGHUDWLRQV IRU HDFK UHVLGHQFH� FRQVWUXFWLRQ LQFRQYHQLHQFH� RSHUDWLRQ DQG

PDLQWHQDQFH GLIILFXOWLHV� DQG SRWHQWLDO OLDELOLW\� 0RVW FLWL]HQV SUREDEO\ ZRXOG UDWKHU

SD\ WR KDYH ZDWHU VXSSOLHG WR WKHP WKURXJK SLSHV WKDQ GHDO ZLWK D KRXVHKROG

FLVWHUQ V\VWHP�
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/�� :H ZHUH WROG LW ZDV VQDLO GDUWHUV DQG HYHU\WKLQJ HOVH DQG PXVVHOV EXW WKDW FRXOGQ
W

EH VR EHFDXVH WKH\ WXUQHG ORVH WKRVH RWWHUV DQG WKH\
YH HDWHQ QHDUO\ HYHU\ RQH RI

WKRVH PXVVHOV� 7KHUH DUH PXVVHO VKHOOV HYHU\ZKHUH RYHU WKHUH� :LOOLDP 'HUU\EHUU\�

��H

5HVSRQVH WR &RPPHQW /�� 5HFHQW VXUYH\V RI PXVVHO UHVRXUFHV LQGLFDWH WKDW D

ZLGH YDULHW\ RI VSHFLHV DQG ODUJH QXPEHU RI LQGLYLGXDOV VWLOO RFFXU LQ VXLWDEOH KDELWDW

DORQJ WKH OHQJWK RI WKH 'XFN 5LYHU� 5LYHU RWWHUV DSSDUHQWO\ GR HDW VRPH PXVVHOV�

KRZHYHU� WKH\ DOVR DSSDUHQWO\ UHGXFH WKH QXPEHU RI PXVNUDWV� ZKLFK ZRXOG ORZHU

WKH QXPEHU RI PXVVHOV WKDW PXVNUDWV ZRXOG HDW�

/�� $OWHUQDWLYH % ZLOO KDYH WKH JUHDWHVW HIIHFWV RQ WKH TXDOLW\ RI VXUIDFH DQG JURXQG ZDWHU�

7KH ODUJH DUHD QHFHVVDU\ IRU FRQVWUXFWLRQ ZLOO KDYH DGYHUVH HIIHFWV RQ D FRPSOH[ DUUD\

RI DTXDWLF HFRV\VWHPV� )RU H[DPSOH� E\ GHVWUR\LQJ XQGHWHUPLQHG VSHFLHV ZLWKLQ WKH

ODUJH QRQ�VXUYH\HG DUHDV� ZH FDQQRW EH FHUWDLQ RI WKH LPSDFWV WKDW RQH RU SHUKDSV

WKUHH RU IRXU VSHFLHV GLVDSSHDUDQFH ZRXOG KDYH RQ WKH V\VWHP DV D ZKROH�

(QYLURQPHQWDO 6FLHQFH *UDGXDWH 6WXGHQWV� 8QLYHUVLW\ RI 7HQQHVVHH DW
&KDWWDQRRJD� ��H

5HVSRQVH WR &RPPHQW /�� &RPPHQW QRWHG� $YDLODEOH LQIRUPDWLRQ VXJJHVWV WKDW

WKH DTXDWLF VSHFLHV SUHVHQW LQ WKLV SRWHQWLDO SURMHFW DUHD DUH UHODWLYHO\ ZLGHVSUHDG

DQG FRPPRQ LQ WKH 'XFN 5LYHU ZDWHUVKHG� ,I IXWXUH VWXGLHV LQGLFDWH WKDW

HQGDQJHUHG RU RWKHU UDUH VSHFLHV RFFXU LQ HLWKHU WKH VXUIDFH RU JURXQG ZDWHU ZKLFK

FRXOG EH DIIHFWHG E\ WKLV SURMHFW� WKDW LQIRUPDWLRQ ZRXOG EH FRQVLGHUHG GXULQJ WKH

HYDOXDWLRQ RI SRWHQWLDO HQYLURQPHQWDO HIIHFWV RI EXLOGLQJ WKH SURMHFW�

/�� $OO PLQLPXP IORZV GRZQVWUHDP RI WKH SURSRVHG GDP IRU $OWHUQDWLYH % VKRXOG EH

FRQVLVWHQW ZLWK WKH 8�6� )LVK DQG :LOGOLIH �):6� DQG (3$ JXLGHOLQHV WKDW LQFOXGH

PLQLPXP IORZ UDWHV DQG YDULDEOH IORZV FRQVLVWHQW ZLWK VXVWDLQDELOLW\ UHTXLUHPHQWV IRU

ILVK DQG RWKHU DTXDWLF LQKDELWDQWV� (3$� ��DG

/�� 7KHUH DSSHDU WR EH IHZ LPSDFWV RQ WKH DTXDWLF IDXQD DVVRFLDWHG ZLWK WKH DGRSWLRQ RI

$OWHUQDWLYH &� 2I WKH DOWHUQDWLYHV VXJJHVWHG E\ 79$� $OWHUQDWLYHV & DQG ( DSSHDU WR

EH WKH PRVW UHDVRQDEOH DOWHUQDWLYHV FRQFHUQLQJ DTXDWLF OLIH� 'XH WR WKH UHODWLYHO\ ORZ

DPRXQW RI ZDWHU WKDW LV EHLQJ ZLWKGUDZQ IURP WKH SURSRVHG VLWH LQ $OWHUQDWLYH &� IHZ

QHJDWLYH HIIHFWV ZRXOG EH OLNHO\� 6HGLPHQWDWLRQ IURP FRQVWUXFWLRQ FRXOG SUHVHQW

ORFDOL]HG SUREOHPV LQ WHUPV RI GLVWXUELQJ KDELWDWV RI EHQWKLF DQG OLWKRSKLOLF VSHFLHV�

HVSHFLDOO\ FHUWDLQ SHUFLG DQG F\SULQG ILVKHV ZKLFK XWLOL]H WKHVH KDELWDWV IRU VSDZQLQJ

��� GDUWHU VSHFLHV DQG �� VKLQHU�FKXE VSHFLHV�� (QYLURQPHQWDO 6FLHQFH *UDGXDWH

6WXGHQWV� 8QLYHUVLW\ RI 7HQQHVVHH DW &KDWWDQRRJD� ��L

/�� $GGLWLRQDOO\� WKHUH LV FRQFHUQ WKDW WKH SURMHFW >$OWHUQDWLYH &@ PD\ SRVH VRPH ORFDOL]HG

WKUHDWV WR WKH PROOXVN IDXQD� DV WKH\� WRR� DUH VHQVLWLYH WR VHGLPHQWDWLRQ IURP

FRQVWUXFWLRQ DFWLYLWLHV� )RUWXQDWHO\� WKH PROOXVN IDXQD DW WKH SRWHQWLDO ZLWKGUDZDO VLWH

�50 ���� GRHV QRW FRQWDLQ VRPH RI WKH PRUH VHQVLWLYH PXVVHO VSHFLHV �(SLREODVPD VS��

/HPLR[ VS��� +RZHYHU� OLWWOH RU QR VXUYH\ GDWD FRQFHUQLQJ WKH JDVWURSRG IDXQD IURP

WKLV UHDFK LV DYDLODEOH� *LYHQ WKH SUHVHQFH RI DQ HQGHPLF JDVWURSRG LQ WKH 'XFN 5LYHU

V\VWHP �/LWKDVLD JHQWLFXODWD�� DQG WKH ULFK VSHFLHV GLYHUVLW\ SUHVHQW LQ WKH 'XFN� LW LV

LQFXPEHQW RQ 79$ WR FRQGXFW D JDVWURSRG LQYHQWRU\ LQ WKLV SURSRVHG ZLWKGUDZDO DUHD�

79$ QHHGV WR EH DZDUH RI ZKDW DTXDWLF IDXQD LV WR EH UHDVRQDEO\ DIIHFWHG E\ D

ZLWKGUDZDO VWDWLRQ� (QYLURQPHQWDO 6FLHQFH *UDGXDWH 6WXGHQWV� 8QLYHUVLW\ RI

7HQQHVVHH DW &KDWWDQRRJD� ��M
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/�� 7KH SURSRVHG $OWHUQDWLYH & ZRXOG FRQVWUXFW D ZDWHU VXSSO\ LQWDNH DW D SRLQW

GRZQVWUHDP IURP &ROXPELD LQ WKH 'XFN 5LYHU DQG GRZQVWUHDP IURP &DWK\
V &UHHN�

7KH 'UDIW (,6 RXWOLQHV VXJJHVWHG VKRUW�WHUP LPSDFWV WR JURXQG ZDWHU� VXUIDFH ZDWHU�

DTXDWLF OLIH� WHUUHVWULDO OLIH� HQGDQJHUHG VSHFLHV� HWF� 7KH GRFXPHQW IDLOV WR LGHQWLI\ WKH

SUREDEOH LPSDFWV RI WKH SURSRVHG FRQVWUXFWLRQ DQG ZDWHU ZLWKGUDZDO� $OWKRXJK WKH

GRFXPHQW GLVFXVVHV WKH ZLWKGUDZDO RI DSSUR[LPDWHO\ D ILIWK RI WKH PD[LPXP IORZ� WKH

GRFXPHQW GRHV QRW DFNQRZOHGJH WKH SRWHQWLDO LPSDFWV WR UHGXFHG IORZ DV VHHQ GXULQJ

WKH PRVW UHFHQW GURXJKW DQG ORZ IORZ FRQGLWLRQV �VXPPHU IORZ JDXJH UHFRUGV IRU �����

������ $QGUHZ 1� %DUUDVV� (QYLURQPHQWDO 5HYLHZ &RRUGLQDWRU� 'LYLVLRQ RI

1DWXUDO +HULWDJH� ��N

/�� $OWHUQDWLYH ( SURSRVHV WR WUDQVIHU ZDWHU IURP 7LPV )RUG UHVHUYRLU WR D GRZQVWUHDP

VLWH WKURXJK D ���PLOH SLSHOLQH DQG ERRVWHU SXPSLQJ VWDWLRQ WR WKH ORZHU 'XFN 5LYHU�

7KH WUDQVIHU RI ODUJH YROXPHV RI ZDWHU EHWZHHQ ZDWHUVKHGV �LQWHU�EDVLQ� FRXOG UHVXOW LQ

DUWLILFLDO UDQJH H[WHQVLRQV IRU DTXDWLF VSHFLHV RU LQFUHDVH WKH OLNHOLKRRG WKDW H[RWLF

VSHFLHV FRXOG LQYDGH WKHVH ZDWHUVKHGV H�J�� ]HEUD PXVVHOV� 7KH 'UDIW (,6 GRHV QRW

FRQVLGHU WKHVH SRWHQWLDO LPSDFWV� 7KH ORQJ�WHUP LPSDFW E\ PLQRU EXW FRQWLQXHG

GUDZGRZQV LV QRW IXOO\ DGGUHVVHG FRQVLGHULQJ WKH UHGXFWLRQ RI ZDWHU IURP 7LPV )RUG

UHVHUYRLU DV SDUW RI WKLV SURSRVDO� 7KH 'UDIW (,6 GRHV QRW FRQVLGHU DTXDWLF ELRGLYHUVLW\

LPSDFWV LQ WKH UHVHUYRLU UHVXOWDQW IURP VXVWDLQHG ZDWHU ZLWKGUDZDOV GXULQJ GURXJKW

FRQGLWLRQV� $QGUHZ 1� %DUUDVV� (QYLURQPHQWDO 5HYLHZ &RRUGLQDWRU� 'LYLVLRQ RI

1DWXUDO +HULWDJH� ��T

5HVSRQVH WR &RPPHQWV /� � /�� 6HFWLRQ ��� DGGUHVVHV PDQ\ RI WKH SRVVLEOH

HIIHFWV RQ DTXDWLF OLIH ZKLFK FRXOG RFFXU LI RQH RU PRUH RI WKH DFWLRQ DOWHUQDWLYHV ZDV

DGRSWHG� $V QRWHG LQ WKDW VHFWLRQ� $OWHUQDWLYH & ZRXOG LQYROYH WKH ZLWKGUDZDO RI XS

WR �� FIV QHDU 5LYHU 0LOH ���� ZKLFK ZRXOG UHGXFH WKH PLQLPXP IORZ IURP

DSSUR[LPDWHO\ ��� FIV WR DSSUR[LPDWHO\ ��� FIV� D �� SHUFHQW UHGXFWLRQ� 7KLV

DPRXQW RI IORZ UHGXFWLRQ LV QRW OLNHO\ WR KDYH D VXEVWDQWLDO FKDQJH LQ DTXDWLF

KDELWDWV RU DTXDWLF OLIH LQ WKDW SDUW RI WKH ULYHU� 7KHVH DQG WKH RWKHU SRVVLEOH HIIHFWV

RI WKH DFWLRQ DOWHUQDWLYHV ZRXOG KDYH WR EH UHYLHZHG RU UHHYDOXDWHG DQG� SHUKDSV�

RWKHU LVVXHV ZRXOG KDYH WR EH DGGUHVVHG DV SDUW RI WKH VXEVHTXHQW HYDOXDWLRQ RI

ZKDWHYHU YHUVLRQ RI HDFK DOWHUQDWLYH PLJKW EH SURSRVHG WR EH EXLOW� $V D SRLQW RI

FODULILFDWLRQ� WKH SRWHQWLDO ZLWKGUDZDO DVVRFLDWHG ZLWK $OWHUQDWLYH & ZRXOG EH

DSSUR[LPDWHO\ RQH�ILIWK RI WKH PLQLPXP IORZ GRZQVWUHDP IURP &DWKH\V &UHHN�

/�� 6XSSRUW IRU FRRO ZDWHU ILVKHU\ LQ 'XFN DQG (ON� D SXW DQG WDNH ILVKHU\� DQG DQ

LQFUHDVH LQ ZDWHU UHOHDVHV� 5HGXFHG IORZV RQ WKH (ON UHVXOWV LQ SRRU ZDWHU TXDOLW\�

0LFKDHO )LQNV� ��

5HVSRQVH WR &RPPHQW /�� &RPPHQW QRWHG�

/�� >$OWHUQDWLYH (@ ZRXOG PHDQ OHVV ZDWHU JRLQJ GRZQVWUHDP DQG WKHUHIRUH OHVV ZDWHU LQ

7LPV )RUG 7DLOZDWHUV WKHUHE\ FDXVLQJ SUREOHPV IRU WKH WURXW ILVKHU\ HQMR\HG E\

QXPHURXV SHRSOH IURP IDU DQG ZLGH� 'RQ )� /HH� �E

5HVSRQVH WR &RPPHQW /�� ,I $OWHUQDWLYH ( ZDV EXLOW HVVHQWLDOO\ DV SURSRVHG LQ

6HFWLRQ ���� H[LVWLQJ LQIRUPDWLRQ DQG SUHOLPLQDU\ VWXGLHV VXJJHVW WKHUH ZRXOG EH QR

FKDQJH LQ WKH TXDQWLW\ RU TXDOLW\ RI WKH GLVFKDUJH IURP 7LPV )RUG 'DP DQG�

WKHUHIRUH� QR HIIHFW RQ WKH WURXW ILVKHU\ GRZQVWUHDP IURP WKDW GDP�
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/��� :KDW LV PRVW FRQFHUQLQJ WR RXU &KDSWHU DUH WKH SURSRVDOV WR 5DLVH 1RUPDQG\ 3RRO

/HYHO RU DGG D 7LPV )RUG 3LSHOLQH� 5DLVLQJ /DNH 1RUPDQG\ LV D GLVWXUELQJ SURMHFW IDU

IURP &ROXPELD DQG LQGLYLGXDOV ZKR OLNHO\ GRQ
W DSSUHFLDWH WKLV H[LVWLQJ ZDWHU VRXUFH

SURYLVLRQ IRU WKHLU FRPPXQLW\� )RU D WDLOZDWHU ILVKHUPDQ� D GHHSHU UHVHUYRLU DW ILUVW

VRXQGV H[FLWLQJ� , UHJXODUO\ ILVK WKH &RORUDGR 5LYHU DW /HHV )HUU\� $UL]RQD� EHORZ *OHQ

&DQ\RQ 'DP� 7KLV ��� IW� KLJK GDP SURYLGHV �� GHJUHH ZDWHU \HDU URXQG� HYHQ LQ WKH

KHDW RI VXPPHU� 7KLV ULYHU VXSSRUWV DQ LQFUHGLEOH EOXH ULEERQ UDLQERZ WURXW ILVKHU\�

%XW , DJUHH ZLWK WKH (,6 � \RX KDYH WR UHDOL]H WKDW D ODUJHU RSHUDWLQJ PLQLPXP IORZ ZLOO

H[SHQG WKH FRRO OD\HU RI ODNH ZDWHU IDVWHU� -RKQ 0� 3URFWHU� (ON�'XFN 5LYHU

&KDSWHU� 7URXW 8QOLPLWHG� ��F

5HVSRQVH WR &RPPHQW /��� 2QFH DQ\ RI WKH DOWHUQDWLYHV ZDV SURSRVHG WR EH EXLOW�

GHWDLOHG SODQQLQJ ZRXOG KDYH WR EH GRQH� LQFOXGLQJ VSHFLILFDOO\ KRZ WKH SURMHFW

ZRXOG EH RSHUDWHG� $IWHU WKDW� WKH FDUHIXO HYDOXDWLRQ RI SRWHQWLDO HQYLURQPHQWDO

HIIHFWV ZRXOG KDYH WR LQFOXGH D UHYLHZ RU UHHYDOXDWLRQ RI WKH GLVFXVVLRQ SUHVHQWHG LQ

6HFWLRQ ��� FRQFHUQLQJ WKH SRVVLEOH LPSDFWV RQ DTXDWLF OLIH LQ HDFK VWUHDP UHDFK

ZKLFK ZRXOG EH DIIHFWHG�
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0�� $V SUHYLRXVO\ VWDWHG LQ WKH '(�6� WKH LPSOHPHQWDWLRQ RI $OWHUQDWLYH & ZRXOG KDYH

VKRUW�WHUP PLQRU HIIHFWV RQ VRPH NQRZQ ZHWODQGV� 7KH PLQRU HIIHFWV DUH IXUWKHU

GHILQHG DV SUREDEOH PLQLPDO FRQVWUXFWLRQ HIIHFWV LQ WKH '(,6� 7KH VHYHULW\ RI WKH

PLQRU VKRUW�WHUP HIIHFWV LV DSSDUHQWO\ GHSHQGHQW RQ WKH SURSHU VLWLQJ� GHVLJQ� DQG

FRQVWUXFWLRQ RI WKH FRQWLJXRXV IDFLOLWLHV� /RQJ�WHUP HIIHFWV DQG QHW ORVV RU WRWDO

GLVSODFHPHQW DVVHVVPHQWV IRU WKRVH ZHWODQGV DUH QRW DGHTXDWHO\ DGGUHVVHG LQ WKH

'(,6� � � � � 7KH ZHWODQGV LQ SHULO QHHG SURSHU GHQRWDWLRQV DV HLWKHU IRUHVWHG DQG

VFUXE�VKUXE W\SH RU HPHUJHQW W\SH ZHWODQGV� (QYLURQPHQWDO 6FLHQFH *UDGXDWH

6WXGHQWV� 8QLYHUVLW\ RI 7HQQHVVHH DW &KDWWDQRRJD� ��N

0�� 7KH JUHDWHVW ZHWODQG ORVVHV DUH DVVRFLDWHG ZLWK % �UHVHUYRLU� DQG ' �UDLVLQJ 1RUPDQG\

SRRO�� % ZRXOG UHVXOW LQ WKH ORVV RI VRPH ��� DFUHV RI IRUHVWHG ZHWODQGV DV ZHOO DV WKH

ORVV RI WKH UHDFK RI )RXQWDLQ &UHHN WKDW ZRXOG EH LQXQGDWHG� ,W LV XQFOHDU LI SHUKDSV

RWKHU QRQ�IRUHVWHG ZHWODQGV PD\ DOVR EH ORVW ZLWKLQ WKH ����� DFUHV WR EH LQXQGDWHG

IRU WKH UHVHUYRLU �WKH )(,6 VKRXOG WKHUHIRUH WRWDO DOO WKH HVWLPDWHG MXULVGLFWLRQDO

ZHWODQGV WKDW ZRXOG EH LQXQGDWHG E\ WKH UHVHUYRLU�� ,W VKRXOG EH QRWHG WKDW (3$

FRQVLGHUV ERWK YHJHWDWHG ZHWODQGV DQG FUHHN ZDWHU DV ZHWODQGV� DQG ZDWHU

LQXQGDWLRQ RI WKH UHVHUYRLU ZHWODQGV DQG FUHHN ZDWHU LV FRQVLGHUHG WKH VDPH DV ILOOLQJ

ZHWODQGV ZLWK VRLO� (3$� ��Y

0�� 7KH ��� DFUHV RI ZHWODQGV ZHUH QRW SUHFLVHO\ GHWHUPLQHG LQ WKH ILHOG EXW ZHUH

HVWLPDWHG E\ DHULDO IDOVH�FRORU LQIUD�UHG SKRWRJUDSK\� $ MXULVGLFWLRQDO GHWHUPLQDWLRQ RI

WKHVH ZHWODQG KDELWDWV QHHGV WR EH PDGH SXUVXDQW WR 6HFWLRQ ����8�6� $UP\ &RUSV RI

(QJLQHHU UHJXODWLRQV� )ROORZLQJ WKLV GHWHUPLQDWLRQ� DQ DYRLGDQFH RU PLWLJDWLRQ

VWUDWHJ\ VKRXOG EH SURYLGHG� 7KH PLWLJDWLRQ VWUDWHJLHV �SJ� ���� LQGLFDWHG LQ WKH '(,6

ZHUH JHQHUDO LQ QDWXUH DQG VKRXOG EH UHILQHG WR LQGLFDWH D PRUH VSHFLILF PLWLJDWLRQ

SODQ� $OWKRXJK QRW UHTXLUHG� D GUDIW PLWLJDWLRQ SODQ VKRXOG EH LQFOXGHG LQ WKH )(,6 DV

ZHOO DV D FRPPLWPHQW WR SURYLGH ZHWODQG FRPSHQVDWLRQ WR WKH VDWLVIDFWLRQ RI WKH

UHVRXUFH DJHQFLHV� (3$� ��Z

0�� ,PSOHPHQWDWLRQ RI $OWHUQDWLYH '� ZKLFK ZRXOG UDLVH WKH HOHYDWLRQ RI 1RUPDQG\

5HVHUYRLU E\ ILYH IHHW� ZRXOG UHVXOW LQ WKH LQXQGDWLRQ RI ULSDULDQ YHJHWDWLRQ LQFOXGLQJ

����VHYHUDO IRUHVWHG ZHWODQGV WKDW QRZ RFFXU DW WKH XSVWUHDP HQGV RI VRPH UHVHUYRLU

HPED\PHQWV� �SJ� ���� DV ZHOO DV KHUEDFHRXV IULQJH ZHWODQGV DORQJ WKH FXUUHQW

1RUPDQG\ VKRUHOLQH� ,W LV XQFOHDU ZKDW ZHWODQG ORVVHV RU FRQYHUVLRQV PD\ EH

DVVRFLDWHG ZLWK WKH SLSHOLQH DOWHUQDWLYHV & DQG (� 7KH )(,6 VKRXOG EH PRUH VSHFLILF DV

WR WKH NLQG� TXDOLW\ DQG IXQFWLRQ RI WKH ZHWODQGV WKDW ZRXOG EH ORVW IRU HDFK

DOWHUQDWLYH� (3$� ��[

0�� &RQVLVWHQW ZLWK ��� �E��O� JXLGHOLQHV� WKH ORVV RI ZHWODQGV DVVRFLDWHG ZLWK % DQG '

ZRXOG QHHG WR EH FRQVLGHUHG LQ WKH DOWHUQDWLYHV DQDO\VLV� HVSHFLDOO\ VLQFH RWKHU

SUDFWLFDEOH DOWHUQDWLYHV ZLWK OHVV ZHWODQG LPSDFWV H[LVW� (3$� ��\

5HVSRQVH WR &RPPHQWV 0� � 0�� $V VWDWHG LQ 6HFWLRQ ���� WKH DQDO\VLV SUHVHQWHG

LQ WKLV (,6 KDV EHHQ FRQGXFWHG DW D JHQHUDO �SURJUDPPDWLF� OHYHO� :LWK UHVSHFW WR

ZHWODQGV� WKLV OHYHO RI DQDO\VLV DOORZV DQ LQLWLDO DVVHVVPHQW RI ZHWODQG LPSDFWV�

XVLQJ H[LVWLQJ GDWD DERXW ZHWODQG UHVRXUFHV LQ WKH OLNHO\ SURMHFW DUHDV� 6SHFLILF�

GHWDLOHG DVVHVVPHQWV RI WKH W\SH� H[WHQW� DQG IXQFWLRQ RI MXULVGLFWLRQDO ZHWODQGV

ZRXOG EH FRPSOHWHG LQ WKH VXEVHTXHQW HYDOXDWLRQ�V� RI ZKDWHYHU SURMHFWV DUH

SURSRVHG WR EH EXLOW� 7KRVH HYDOXDWLRQV ZRXOG EH FRQVLVWHQW ZLWK VWDWH DQG IHGHUDO
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ZHWODQG SURWHFWLRQ UHJXODWLRQV� DQG ZRXOG LQFOXGH GHWDLOHG PLWLJDWLRQ VWUDWHJLHV

GHYHORSHG WR RIIVHW WKH VSHFLILF ZHWODQG ORVVHV DVVRFLDWHG ZLWK HDFK SURMHFW� /RQJ�

WHUP HIIHFWV DQG QHW ORVV RI ZHWODQGV DVVRFLDWHG ZLWK WKH SURMHFW�V� ZRXOG EH

DVVHVVHG LQ GHWDLO DV SDUW RI WKH VXEVHTXHQW HYDOXDWLRQ DQG HQYLURQPHQWDO UHYLHZ�

7KH ZHWODQG W\SHV DVVRFLDWHG ZLWK HDFK DOWHUQDWLYH DUH GHVFULEHG LQ 6HFWLRQ ����



8SSHU 'XFN 5LYHU :DWHU 6XSSO\ $QDO\VLV DQG )LQDO 3URJUDPPDWLF (,6

'���

����%�

������

1�� 6LQFH WKH SXUSRVH RI WKLV SURMHFW LV WR VXSSO\ ZDWHU� WKH SLSHOLQH DQG WKH LQWDNH ZLOO

KDYH WR EH FRQVWUXFWHG LQ WKH IORRG SODLQ EHFDXVH WKHUH LV QR RWKHU IHDVLEOH DOWHUQDWLYH�

7KLV ZLOO FDXVH VRPH GLVUXSWLRQ WR WKH DUHDV DURXQG WKH FRQVWUXFWLRQ RI WKH SLSHOLQH�

EXW LI WKH GLVWXUEHG DUHDV DUH UHYHUWHG EDFN WR WKHLU QDWXUDO VWDWH WKHUH VKRXOG QRW EH

DQ\ ORQJ�WHUP HIIHFWV� 7KH URXWH FKRVHQ IRU WKH SLSHOLQH ZRXOG WDNH LW DFURVV QXPHURXV

VWUHDPV� ,W LV DW WKHVH SRLQWV WKDW LW ZLOO EH FUXFLDO IRU WKH FRQVWUXFWLRQ RI WKH SLSHOLQH WR

IROORZ EHVW PDQDJHPHQW SUDFWLFHV WR PLQLPL]H WKH LPSDFWV RI WKH FURVVLQJV� 7KH

SLSHOLQHV ZLOO DOVR KDYH WR EH FRQVWUXFWHG LQ D ZD\ WR PDNH WKHP DEOH WR ZLWKVWDQG

IORRG OLNH FRQGLWLRQV DQG WR FRPSO\ ZLWK WKH 1DWLRQDO )ORRG ,QVXUDQFH $FW� $OWHUQDWLYH

& ZRXOG >D@IIHFW RQO\ VPDOO DUHDV GXULQJ FRQVWUXFWLRQ� EXW ZLWKRXW DQ\ PDMRU LPSDFWV� �

� � � 7KH HIIHFWV XSRQ WKH VRLOV DQG WKH IORRG SODLQ ZLOO EH QHJOLJLEOH� (QYLURQPHQWDO

6FLHQFH *UDGXDWH 6WXGHQWV� 8QLYHUVLW\ RI 7HQQHVVHH DW &KDWWDQRRJD� ��P

5HVSRQVH WR &RPPHQW 1�� &RPPHQWV QRWHG� %HFDXVH WKH SLSHOLQH ZRXOG EH

XQGHUJURXQG� WKHUH VKRXOG EH QR ORQJ�WHUP SUREOHPV ZLWK IORRGLQJ LPSDFWV�
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3�� *LYHQ WKH OHQJWK RI WKH SURSRVHG SLSHOLQH ��� PLOHV�� FHUWDLQ VSHFLHV FRXOG EH DIIHFWHG

HLWKHU E\ GLUHFWO\ GLVWXUELQJ KDELWDW RU WKURXJK GLVWXUEDQFH RI IRUDJLQJ DELOLW\� QHVWLQJ�

HWF� � � � � 0RVW LPSRUWDQWO\ WR FRQVLGHU DUH KDELWDW IUDJPHQWDWLRQ HIIHFWV DVVRFLDWHG

ZLWK D SLSHOLQH ULJKW�RI�ZD\� 7KLV ZRXOG KDYH WKH SRWHQWLDO WR GHVWUR\ XQGHUJURXQG

QHVWV�EXUURZV RI WHUUHVWULDO VSHFLHV DQG SRWHQWLDOO\ LPSDFW D VSHFLHV PHWDSRSXODWLRQ�

79$ VKRXOG DGGUHVV SRWHQWLDO LPSDFW DUHDV IRU ZKDWHYHU WHUUHVWULDO VSHFLHV DUH ORFDWHG

WKHUH� DQG SURYLGH VRPH DWWHPSW WR UHORFDWH VSHFLHV WKDW PRVW OLNHO\ DIIHFWHG E\

SLSHOLQH FRQVWUXFWLRQ� $GGLWLRQDOO\� 79$ VKRXOG LQYHVWLJDWH WKH SRVVLELOLW\ RI FR�

ORFDWLQJ WKH SURSRVHG SLSHOLQH LQ H[LVWLQJ ULJKW�RI�ZD\V� (QYLURQPHQWDO 6FLHQFH

*UDGXDWH 6WXGHQWV� 8QLYHUVLW\ RI 7HQQHVVHH DW &KDWWDQRRJD� ��Q

5HVSRQVH WR &RPPHQW 3�� 79$ DSSUHFLDWHV WKH FRQFHUQ UHODWHG WR WKH SODFHPHQW

RI WKH SURSRVHG SLSHOLQHV DQG WKHLU SRWHQWLDO HIIHFWV RQ ZLOGOLIH UHVRXUFHV� 7KH LQWHQW

RI WKH (,6 LV WR RXWOLQH WKH GLIIHUHQW RSWLRQV WKDW DUH DYDLODEOH IRU PHHWLQJ IXWXUH

ZDWHU QHHGV LQ WKH XSSHU 'XFN 5LYHU EDVLQ DQG QRW WR GHOLQHDWH RU HYDOXDWH VSHFLILF

XWLOLW\ URXWHV IRU HDFK DOWHUQDWLYH� (YDOXDWLQJ WKH VSHFLILF SRWHQWLDO HIIHFWV RI DQ

DOWHUQDWLYH SURSRVHG WR EH EXLOW ZRXOG RFFXU RQFH HDFK SURMHFW ZDV GHVFULEHG LQ

GHWDLO� ,PSDFWV WR WHUUHVWULDO UHVRXUFHV ZRXOG EH EHWWHU GHWHUPLQHG WKURXJK

DGGLWLRQDO� SURMHFW�VSHFLILF HQYLURQPHQWDO UHYLHZV� $Q\ SRSXODWLRQV RI UDUH

RUJDQLVPV DQG WKHLU KDELWDWV ZKLFK FRXOG EH DIIHFWHG E\ WKH SURMHFW ZRXOG EH

DGGUHVVHG DV SURYLGHG E\ DSSURSULDWH 6WDWH RU IHGHUDO ODZV�
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4�� $WWHQWLRQ WR VHQVLWLYH VSHFLHV �VXFK DV WKH ,QGLDQD *UD\ %DW� VKRXOG EH FRQVLGHUHG�

(QYLURQPHQWDO 6FLHQFH *UDGXDWH 6WXGHQWV� 8QLYHUVLW\ RI 7HQQHVVHH DW
&KDWWDQRRJD� ��U

4�� )XUWKHUPRUH� D YDVFXODU DQG QRQ�YDVFXODU LQYHQWRU\ IRU HQGDQJHUHG RU WKUHDWHQHG

VSHFLHV LV DSSURSULDWH� LI QRW LPSHUDWLYH� (QYLURQPHQWDO 6FLHQFH *UDGXDWH

6WXGHQWV� 8QLYHUVLW\ RI 7HQQHVVHH DW &KDWWDQRRJD� ��O

4�� $V D SDUW RI RXU UHYLHZ RI WKH VXEMHFW 'UDIW (,6� SOHDVH EH DGYLVHG WKDW ZH KDYH

UHYLHZHG RXU 'HSDUWPHQWDO GDWD EDVHV DQG ILQG UHFRUGHG 6WDWH DQG�RU )HGHUDOO\ OLVWHG

VSHFLHV� ZLWKLQ D RQH PLOH UDGLXV RI WKH SURSRVHG 7HQQHVVHH 9DOOH\ $XWKRULW\ �79$�

SURMHFW ERXQGDULHV DQG ZLWKLQ D RQH PLOH UDGLXV RI WKH SURSRVHG PDQDJHG ODQGV

�SURMHFW DOWHUQDWLYHV�� 7KHVH VSHFLHV KDYH YHU\ VSHFLILF RU UDUH KDELWDW� 2XU UHFRUGV

DOVR LQGLFDWH DGGLWLRQDO VSHFLHV RFFXUUHQFH UHFRUGV� VHQVLWLYH HFRORJLFDO VLWHV� DQG

PDQDJHPHQW DUHDV� ZLWKLQ DQ DSSUR[LPDWH IRXU PLOH UDGLXV RI WKH SURSRVHG SURMHFW

VLWH�V�� <RXU DJHQF\ LV DZDUH RI WKHVH UHFRUGV DQG ZH VXJJHVW WKDW WKHVH UHFRUGV EH

IXUWKHU HYDOXDWHG LQ FRRSHUDWLRQ ZLWK \RXU +HULWDJH 3URJUDP LQ 1RUULV� 71� $QGUHZ 1�

%DUUDVV� (QYLURQPHQWDO 5HYLHZ &RRUGLQDWRU� 'LYLVLRQ RI 1DWXUDO +HULWDJH� ��D

5HVSRQVH WR &RPPHQWV 4� � 4�� 7KH LQIRUPDWLRQ SUHVHQWHG LQ WKLV (,6 LQFOXGHV

XS�WR�GDWH NQRZOHGJH DERXW WKH VWDWXV RI HQGDQJHUHG DQG WKUHDWHQHG VSHFLHV LQ WKH

DUHDV ZKLFK FRXOG EH DIIHFWHG E\ WKH ZDWHU VXSSO\ DOWHUQDWLYHV� ,I DQG ZKHQ RQH RU

PRUH RI WKHVH DOWHUQDWLYHV DUH GHVLJQHG DQG SURSRVHG WR EH EXLOW� WKH LQIRUPDWLRQ

DERXW SURWHFWHG VSHFLHV ZRXOG KDYH WR EH UHYLHZHG DQG XS�GDWHG WR FRYHU ZKDWHYHU

FKDQJHV ZRXOG KDYH RFFXUUHG LQ WKH VWDWXV DQG NQRZQ GLVWULEXWLRQ RI WKH SURWHFWHG

VSHFLHV�

4�� (QYLURQPHQWDOLVW ZLOO LPSRUW VRPH UDUH QRQQDWLYH PXVVHO RU SODQW WR WKH DOWHUQDWLYH �%�

DUHD DQG FDXVH SUREOHPV� 'RXJODV .� 0LWFKHQHU� ��H

4�� , ILQG LW KDUG WR EHOLHYH WKDW WKH DUHD ZKHUH WKH &ROXPELD GDP ZDV EHLQJ EXLOW LV WKH

RQO\ SODFH WKDW 6QDLO 'DUWHUV OLYH� (YHQ LI LW LV� , GRQ
W WKLQN WKLV LV D YDOLG UHDVRQ WR QRW

FRPSOHWH VRPHWKLQJ WKDW LV VR YDOXDEOH WR KXPDQ OLIH� 7KH SHRSOH WKDW FDXVHG WKLV

SUREDEO\ QHYHU KDG WR KDXO ZDWHU IRU WKHLU OLYHVWRFN RU KRPH� -XVW WKH ZD\ , IHHO� .HQW

&XUWLV� �E

4�� *LYHQ WKH IDFW WKDW HQGDQJHUHG PXVVHOV FDXVHG WKH &ROXPELD 'DP WR EH GLVFRQWLQXHG�

79$ VKRXOG HQVXUH WKDW QR VXFK HQGDQJHUHG VSHFLHV RU RWKHU XQUHVROYDEOH �VKRZ�

VWRSSHUV� H[LVW LQ WKH QHDUE\ )RXQWDLQ &UHHN ZDWHUVKHG LI WKH UHVHUYRLU DOWHUQDWLYH �%�

LV SXUVXHG� (3$� ��DI

5HVSRQVH WR &RPPHQWV 4� � 4�� :KHQHYHU RQH RU PRUH DGGLWLRQDO ZDWHU VXSSO\

SURMHFWV DUH SURSRVHG WR EH EXLOW LQ WKH DUHD DURXQG &ROXPELD �RU HOVHZKHUH�� IHGHUDO

ODZ SUREDEO\ ZRXOG UHTXLUH WKDW WKH SURMHFW EH HYDOXDWHG IRU SRVVLEOH DGYHUVH HIIHFWV

WR DQ\ VSHFLHV WKHQ OLVWHG DV HQGDQJHUHG RU WKUHDWHQHG� $W SUHVHQW� DQG DV

GHVFULEHG LQ 6HFWLRQ ���� QRQH RI WKH DFWLRQ DOWHUQDWLYHV LV NQRZQ WR LQFOXGH

DFWLYLWLHV ZKLFK ZRXOG KDYH GLUHFW DGYHUVH HIIHFWV RQ IHGHUDO HQGDQJHUHG RU

WKUHDWHQHG VSHFLHV�

4�� 6FKZDOEHD DPHULFDQD DQG ;\ULV WHQQHVVHHQVLV IRXQG LQ &RIIHH DQG /HZLV &RXQWLHV

UHVSHFWLYHO\ DUH ERWK FRQVLGHUHG QRW SRWHQWLDOO\ DIIHFWHG RU OLNHO\ WR RFFXU LQ DQ\ RI WKH
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DOWHUQDWLYH SURMHFW DUHDV� 7KHVH DVVXPSWLRQV DUH EDVHG RQ DQ ���� VLWH UHFRUG DQG DQ

HLJKW�PLOH VHSDUDWLRQ IURP D SURSRVHG DOWHUQDWLYH SURMHFW DUHD� 7KH LVVXH KHUH GRHV

QRW FRQFHUQ LWVHOI ZLWK WDQJLEOH GLVWDQFHV DQG XQFRPPRQO\ LQWHUPLWWHQW UHFRUGV� RU

HYHQ GLVWULEXWLRQV DPRQJVW SK\VLRJUDSKLF SURYLQFHV RI SURWHFWHG SODQWV QHDU SUREDEOH

DIIHFWHG DUHDV� %XW VLPSO\ KRZ FDQ VWDWHPHQWV LQ WKH '(,6 EH PDGH FRQFHUQLQJ WKH

SRWHQWLDO RU OLNHOLKRRG RI DW OHDVW VL[W\�HLJKW SURWHFWHG VSHFLHV RFFXUULQJ LQ DOWHUQDWLYH

DUHDV ZLWKRXW D FRPSOHWH EDVHOLQH YDVFXODU SODQW LQYHQWRULHV� (QYLURQPHQWDO

6FLHQFH *UDGXDWH 6WXGHQWV� 8QLYHUVLW\ RI 7HQQHVVHH DW &KDWWDQRRJD� ��T

4�� 7KH :DWHU VWLWFKZRUW �$UHQDULD IRQWLQDOLV� LV D 7HQQHVVHH WKUHDWHQHG DQG REOLJDWH

ZHWODQG SODQW �2%,��� 7KH :DWHU VWLWFKZRUW RFFXUV LQ VHHSDJHV DQG RWKHU ZHW DUHDV

DORQJ FUHHNV� 7KH 2%/ SODQW ZRXOG QRW VXUYLYH SURORQJHG LQXQGDWLRQ� 7KH 'XFN ULYHU

EODGGHUSRG �/HVTXHUHOOD GHQVLSLOD� LV D 7HQQHVVHH WKUHDWHQHG DQG JOREDOO\ UDUH SODQW�

ZKLFK DOVR RFFXUV LQ WKH DUHD RI D SURSRVHG UHVHUYRLU RQ )RXQWDLQ &UHHN� )LHOG

VXUYH\V FRQGXFWHG LQ WKH VSULQJ RI WKLV \HDU E\ WKH 'LYLVLRQ RI 1DWXUDO +HULWDJH VWDII

KDYH GRFXPHQWHG VHULRXV GHFOLQHV LQ SRSXODWLRQV RI WKLV SODQW LQ WKH PDMRULW\ RI LWV

UDQJH� 6HYHUDO ERWWRPODQG DUHDV DGMRLQLQJ 6LOYHU &UHHN FRQWLQXH WR VXSSRUW SRSXODWLRQV

RI WKLV SODQW� 7KHVH SRSXODWLRQV ZRXOG EH LQXQGDWHG XQGHU WKH 'UDIW (O6� $OWHUQDWLYH

%� $QGUHZ 1� %DUUDVV� (QYLURQPHQWDO 5HYLHZ &RRUGLQDWRU� 'LYLVLRQ RI 1DWXUDO

+HULWDJH� ��J

4�� $ FKDQJH LQ ZDWHU IORZ UDWHV �GRZQVWUHDP� RU VLJQLILFDQW ZDWHU ZLWKGUDZDOV IURP WKH

>1RUPDQG\@ UHVHUYRLU FRXOG DIIHFW WZR UDUH SODQWV WKDW RFFXU LQ WKH 'XFN 5LYHU� 7KHVH

DUH :DWHU VWLWFKZRUW �$UHQDULD IRQWLQDOLV� D 7HQQHVVHH WKUHDWHQHG DQG REOLJDWH

ZHWODQG SODQW� DQG /LPHVWRQH EOXH VWDU �$PVRQLD WDEHUQDHPRQWDQD YDU� JDWWLQJHUL�� D

7HQQHVVHH VSHFLDO FRQFHUQ OLVWHG VSHFLHV DQG D IDFXOWDWLYH ZHWODQG SODQW� &RPSDULQJ

WKHVH WZR UDUH VSHFLHV� WKH :DWHU VWLWFKZRUW LV PRUH GHSHQGHQW RQ ZDWHU �DQ REOLJDWH

ZHWODQG SODQW� DQG ZRXOG EH VHQVLWLYH WR FKDQJHV LQ K\GURORJ\ �UHGXFHG VHHSDJH DQG

IORZ UDWHV�� 2FFXUUHQFHV RI ERWK VSHFLHV DUH IRXQG LQ WKH 'XFN 5LYHU ZDWHUVKHG� ERWK

DERYH DQG EHORZ WKH FRQIOXHQFH RI )RXQWDLQ &UHHN� ,W LV XQFOHDU KRZ WKH UDUH SODQW

SRSXODWLRQV LQ WKH 'XFN 5LYHU ZRXOG EH DIIHFWHG XQGHU WKH GLIIHUHQW DOWHUQDWLYHV�

KRZHYHU WKH LQFUHDVHG PLQLPXP IORZ XQGHU $OWHUQDWLYH ' FRXOG EH EHQHILFLDO WR WKHVH

UDUH VSHFLHV� $QGUHZ 1� %DUUDVV� (QYLURQPHQWDO 5HYLHZ &RRUGLQDWRU� 'LYLVLRQ RI

1DWXUDO +HULWDJH� ��Q

4��� ,W LV LPSRUWDQW WR QRWH WKDW WKH 'LYLVLRQ RI 1DWXUDO +HULWDJH VWDII GLG QRW VXUYH\ WKH

DUHD VRXWK RI 6WDWH 5RXWH �� RQ )RXQWDLQ &UHHN LQ WKH VSULQJ RI WKLV \HDU IRU WKH 'XFN

5LYHU EODGGHUSRG� 7KLV DUHD FRXOG DOVR VXSSRUW SRSXODWLRQV RI WKH SURWHFWHG SODQW

VSHFLHV �SRWHQWLDOO\ LQXQGDWHG E\ WKH SURSRVHG )RXQWDLQ &UHHN UHVHUYRLU�� $QGUHZ 1�

%DUUDVV� (QYLURQPHQWDO 5HYLHZ &RRUGLQDWRU� 'LYLVLRQ RI 1DWXUDO +HULWDJH� ��K

4��� &RQVLGHULQJ HQGDQJHUHG RU RWKHUZLVH SURWHFWHG YDVFXODU SODQW VSHFLHV RI 7HQQHVVHH�

WKH '(,6 PHWKRGRORJ\ RI GHWHUPLQLQJ WKH SRWHQWLDO IRU D SURWHFWHG VSHFLHV WR RFFXU LQ

DQ\ RI WKH 8SSHU 'XFN 5LYHU %DVLQ DOWHUQDWLYH SURMHFW DUHDV LV XQDFFHSWDEOH�

)XUWKHUPRUH� VLPSO\ VWDWLQJ WKH OLNHOLKRRG RI D SURWHFWHG VSHFLHV RFFXUULQJ LQ DQ

DIIHFWHG DUHD DV HLWKHU 
\HV
 RU 
QR
 LV DOVR XQDFFHSWDEOH� )RU H[DPSOH� +HOLDQWKXV

HJJHUWLL RFFXUV LQ QLQH �QRW HLJKW� 7HQQHVVHH FRXQWLHV �&KHVWHU HW DO�� ������ 7KLV

FRPSRVLWH� DV QRWHG LQ WKH '(,6� RFFXUV DSSUR[LPDWHO\ WZHOYH PLOHV 6: RI &ROXPELD LQ

0DXU\ &RXQW\� $V VWDWHG LQ WKH '(,6� +� HJJHUWLL LV QRW NQRZQ WR RFFXU LQ WKH &HQWUDO

%DVLQ 3K\VLRJUDSKLF 3URYLQFH RI 7HQQHVVHH� +RZHYHU� VLJQLILFDQW SRUWLRQV RI 0DXU\�

%HGIRUG� DQG 'DYLGVRQ &RXQWLHV HDFK ZLWK D VLWH UHFRUG RI WKH FRPSRVLWH VXEVHTXHQWO\

RFFXU LQ WKH &HQWUDO %DVLQ 3K\VLRJUDSKLF 3URYLQFH �&KHVWHU�� LQFOXGLQJ WKH VWDWLRQ DW
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0DXU\ &RXQW\� 7KLV DORQH HVWDEOLVKHV WKDW WKH SURWHFWHG SODQW LV QRW DVVRFLDWHG

H[FOXVLYHO\ ZLWK WKH +LJKODQG 5LP 3URYLQFHV �(DVW DQG :HVW�� 6L[ FRXQWLHV LQ WKH

(DVWHUQ DQG :HVWHUQ +LJKODQG 5LP 3URYLQFHV VXSSRUW +� HJJHUWLL �&KHVWHU�� QRW

LQFOXGLQJ WKH VWDWLRQ DW &RIIHH &RXQW\ DV VWDWHG LQ WKH '(,6� 7KUHH RI WKH QLQH NQRZQ

DQG GRFXPHQWHG 7HQQHVVHH VWDWLRQV RI WKH FRPSRVLWH DUH VXSSRUWHG LQ WKH &HQWUDO

%DVLQ 3URYLQFH FRQWUDGLFWRU\ WR VWDWHPHQWV LVVXHG LQ WKH '(,6� (QYLURQPHQWDO

6FLHQFH *UDGXDWH 6WXGHQWV� 8QLYHUVLW\ RI 7HQQHVVHH DW &KDWWDQRRJD� ��R

4��� &RQVLGHULQJ WKDW WKUHH RI WKH SRSXODWLRQV >RI +HOLDQWKXV HJJHUWLL@ RFFXU LQ WKH

+LJKODQG 5LP 3URYLQFH DQG� PRUH LPSRUWDQWO\ WKUHH LQ WKH &HQWUDO %DVLQ 3URYLQFH�

VKRXOG QRW D FRPSOHWH YDVFXODU SODQW LQYHQWRU\ EH FRQGXFWHG EHIRUH DQ\ DOWHUQDWLYH LV

LPSOHPHQWHG" $OWKRXJK VXUYH\V ZHUH FRQGXFWHG RQ &ROXPELD 3URMHFW /DQGV� WKHLU

PHWKRGRORJLHV DUH SRRUO\ LI DW DOO GHOLQHDWHG LQ WKH '(,6 � PHUHO\ VWDWHG DV H[WHQVLYH

VXUYH\V ZHUH FRQGXFWHG� 'LG WKH VXUYH\V LQWHQG WR ILQG RQO\ +� HJJHUWLL RU DOO WKH

VWDWHªV OLVWHG DQG IHGHUDO VSHFLHV" +RZ LV DQ H[WHQVLYH VXUYH\ GHILQHG" &RPSOHWH

YDVFXODU LQYHQWRULHV VKRXOG HQWDLO D V\VWHPDWLF FROOHFWLRQ ZLWKLQ DOO DIIHFWHG DUHDV� QRW

PHUHO\ SUREDEOH KDELWDWV� 6DPSOLQJ VKRXOG UXQ WKURXJK WZR JURZLQJ VHDVRQV

GHSHQGLQJ RQ WKH DUHD DQG QXPEHU RI KDELWDWV DQG GRFXPHQWDWLRQ RI VSHFLPHQV

�YRXFKHU VSHFLPHQV LI DSSOLFDEOH IRU SURWHFWHG VSHFLHV RU HYHQ SLFWXUHV� DQG WKHLU

UHVSHFWLYH ORFDWLRQV VKRXOG DOO EH REWDLQDEOH E\ WKH SXEOLF� )XUWKHUPRUH� H[WHQVLYH

VXUYH\V DUH QRW WDQWDPRXQW WR EDVHOLQH LQYHQWRULHV� 6XUHO\� D VLQJOH YRXFKHU VSHFLPHQ

IRU HYHU\ YDVFXODU SODQW HQFRXQWHUHG ZDV FROOHFWHG DQG LGHQWLILHG LQ WKH &ROXPELD

3URMHFW /DQGV DUHD� ,I QRW� KRZ FDQ WKH VSHFLHV SUREDELOLW\ RU OLNHOLKRRG RI RFFXUUHQFH

EH VWDWHG ZLWK DQ\ FRQILGHQFH" (QYLURQPHQWDO 6FLHQFH *UDGXDWH 6WXGHQWV�

8QLYHUVLW\ RI 7HQQHVVHH DW &KDWWDQRRJD� ��S

4��� >7@KLV DOWHUQDWLYH >%@ ZRXOG LQXQGDWH NQRZQ SRSXODWLRQV RI D QXPEHU RI UDUH SODQW

VSHFLHV DQG FRXOG LPSDFW VHYHUDO UHJLVWHUHG 6WDWH 1DWXUDO $UHDV� 7KH *ODGH FUHVV

�/HDYHQZRUWKLD H[LJXD YDU� H[LJXD�� 7HQQHVVHH PLON�YHWFK �$VWUDJDOXV WHQQHVVHHQVLV��

DQG /LPHVWRQH IDPH�IORZHU �7DOLQXP FDOFDULFXP� DUH 7HQQHVVHH VSHFLDO FRQFHUQ

SODQWV� ZKLFK RFFXU LQ WKH DUHD RI SURSRVHG LQXQGDWLRQ E\ D UHVHUYRLU RQ )RXQWDLQ

&UHHN� 7KHVH OLPHVWRQH FHGDU JODGH SODQWV� WKDW DUH JOREDOO\ UDUH DQG WKH SODQW

FRPPXQLWLHV �KDELWDW�� ZRXOG EH GHVWUR\HG E\ LQXQGDWLRQ� $QGUHZ 1� %DUUDVV�

(QYLURQPHQWDO 5HYLHZ &RRUGLQDWRU� 'LYLVLRQ RI 1DWXUDO +HULWDJH� ��I

4��� $ SRSXODWLRQ RI WKH 7HQQHVVHH DQG )HGHUDOO\ OLVWHG �HQGDQJHUHG� /HDI\ SUDLULH�FORYHU

�'DOHD IROLRVD� RFFXUV EHWZHHQ ��� IHHW DQG ��� IHHW HOHYDWLRQ LQ WKH 0RRUH /DQH

*ODGH 5HJLVWHUHG 6WDWH 1DWXUDO $UHD� 7KLV DUHD LV RXWVLGH RI WKH )RXQWDLQ &UHHN

ZDWHUVKHG� EXW ZRXOG UHTXLUH SURWHFWLRQ IURP LQXQGDWLRQ �����IRRW HOHYDWLRQ� E\ WKH

WZR SURSRVHG H[WHQVLRQ �VDGGOH� GDP VWUXFWXUHV ZHVW RI WKH SURSRVHG )RXQWDLQ &UHHN

UHVHUYRLU� $QGUHZ 1� %DUUDVV� (QYLURQPHQWDO 5HYLHZ &RRUGLQDWRU� 'LYLVLRQ RI

1DWXUDO +HULWDJH� ��L

5HVSRQVH WR &RPPHQW 4� � ��� $V LQGLFDWHG LQ 6HFWLRQV ��� DQG ���� WKH (,6

HYDOXDWHV WKH UHODWLYH SRWHQWLDO IRU HQYLURQPHQWDO LPSDFWV DVVRFLDWHG ZLWK HDFK RI

WKH ILYH DOWHUQDWLYHV� $ GHWDLOHG UHYLHZ RI SRWHQWLDO HQYLURQPHQWDO HIIHFWV ZRXOG KDYH

WR EH FRQGXFWHG LI RQH RU PRUH RI WKH DFWLRQ DOWHUQDWLYHV ZHUH SURSRVHG WR EH EXLOW�

,Q DGGLWLRQ� DV VWDWHG LQ 6HFWLRQ ��� ZLWK UHJDUG WR WKH (QGDQJHUHG 6SHFLHV $FW� §7KH

HYDOXDWLRQV DOVR ZRXOG KDYH WR IRFXV RQ WKH VSHFLHV SURWHFWHG DW WKH IHGHUDO DQG

VWDWH OHYHO DW WKDW WLPH DQG FRPSO\ ZLWK WKH ODZV DQG UHJXODWLRQV WKHQ LQ H[LVWHQFH�¨

3URMHFW�VSHFLILF ILHOG LQYHVWLJDWLRQV ZRXOG EH FRQGXFWHG DW WKDW WLPH� DQG DQ\

SRWHQWLDO LPSDFWV LGHQWLILHG DW WKDW WLPH ZRXOG EH DVVHVVHG� $V LQGLFDWHG LQ 6HFWLRQ

��� DQG GRFXPHQWHG LQ $SSHQGL[ (� WKH 8�6� )LVK DQG :LOGOLIH 6HUYLFH KDV
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FRQFXUUHG ZLWK WKLV DSSURDFK WR DGGUHVVLQJ DQ\ SRWHQWLDO LPSDFWV RQ IHGHUDO

HQGDQJHUHG VSHFLHV�

4��� 7KH LQIRUPDWLRQ SUHVHQWHG LQGLFDWHV WKDW WKH 0RRUH /DQH *ODGH 5HJLVWHUHG 6WDWH

1DWXUDO $UHD �ZHVW RI 6WDWH 5RXWH ��� ZLOO EH GLUHFWO\ DIIHFWHG E\ WKH SURSRVHG ORFDWLRQ

RI WKH GDP DQG FRQVWUXFWLRQ DUHD� $ UDLVHG ZDWHU WDEOH UHVXOWLQJ IURP WKH

LPSRXQGPHQW FRXOG HIIHFW VWUHDP IORZ WKURXJKRXW WKH SURSRVHG SURMHFW DUHD� 'XH WR

WKH NDUVW IHDWXUHV RI WKH DUHD� D VPDOO� XQQDPHG WULEXWDU\ WR WKH 'XFN 5LYHU �ZLWKLQ WKH

1DWXUDO $UHD� FRXOG KDYH LQFUHDVHG IORZ IURP JURXQG ZDWHU LQIORZ� ,W LV QRW FOHDU KRZ

WKLV FKDQJH LQ K\GURORJ\ ZRXOG DIIHFW WKH /HDI\ SUDLULH FORYHU SRSXODWLRQV� ZKLFK RFFXU

ZLWKLQ WKH 1DWXUDO $UHD� $QGUHZ 1� %DUUDVV� (QYLURQPHQWDO 5HYLHZ &RRUGLQDWRU�

'LYLVLRQ RI 1DWXUDO +HULWDJH� ��M

5HVSRQVH WR &RPPHQW 4��� %DVHG RQ LQIRUPDWLRQ SURYLGHG E\ WKH 7HQQHVVHH

'LYLVLRQ RI 1DWXUDO +HULWDJH VLQFH WKH SXEOLFDWLRQ RI WKH GUDIW (,6� +� HJJHUWLL LV

SUHVHQWO\ NQRZQ IURP �� FRXQWLHV LQ 7HQQHVVHH� 7KLV FKDQJH KDV EHHQ PDGH LQ

6HFWLRQ ��� LQ WKH ILQDO (,6� $OWKRXJK SRUWLRQV RI VRPH RI WKHVH FRXQWLHV RFFXU LQ

WKH &HQWUDO %DVLQ SK\VLRJUDSKLF SURYLQFH� D UHYLHZ RI WKH VSHFLILF ORFDOLWLHV RI HDFK

+� HJJHUWLL SRSXODWLRQ FRQILUPV WKDW QR SRSXODWLRQV DUH NQRZQ IURP VLWHV DFWXDOO\

ORFDWHG ZLWKLQ WKH &HQWUDO %DVLQ�

4��� >7@KHUH DUH D QXPEHU RI 7HQQHVVHH HQGDQJHUHG� WKUHDWHQHG DQG VSHFLDO FRQFHUQ

SODQWV ZKLFK RFFXU RQ ODQGV DERYH WKH ��� IRRW FRQWRXU� DURXQG 1RUPDQG\ /DNH DW

VLWHV NQRZQ DV 5XWOHGJH )DOOV� &RSSHUDV %UDQFK� DQG 6KRUW 6SULQJV 'HVLJQDWHG 6WDWH

1DWXUDO $UHD� 7KH 'LYLVLRQ RI 1DWXUDO +HULWDJH KDV QR UHFRUGV RI 7HQQHVVHH

HQGDQJHUHG� WKUHDWHQHG RU VSHFLDO FRQFHUQ SODQWV EHORZ WKH ����IRRW FRQWRXU RI

1RUPDQG\ /DNH� $QGUHZ 1� %DUUDVV� (QYLURQPHQWDO 5HYLHZ &RRUGLQDWRU�

'LYLVLRQ RI 1DWXUDO +HULWDJH� ��P

5HVSRQVH WR &RPPHQW 4��� &RPPHQW QRWHG� $V VWDWHG LQ 6HFWLRQV ���� 79$ LV

QRW DZDUH RI DQ\ SURWHFWHG VSHFLHV UHFRUGV IURP WKH DUHD DURXQG 1RUPDQG\

5HVHUYRLU ZKLFK FRXOG EH DGYHUVHO\ DIIHFWHG E\ UDLVLQJ WKH SRRO OHYHO� 7KDW

FRQFOXVLRQ ZRXOG EH UHYLHZHG DQG� LI QHFHVVDU\� UHYLVHG LI VRPH IRUP RI $OWHUQDWLYH

' ZDV SURSRVHG WR EH EXLOW�

4��� $OWKRXJK QRW GRFXPHQWHG LQ WKH 'UDIW (,6� WKHUH DUH QXPHURXV UDUH� WKUHDWHQHG RU

HQGDQJHUHG DTXDWLF VSHFLHV UHFRUGV DW WKH PRXWK RI )RXQWDLQ &UHHN DQG LPPHGLDWHO\

GRZQVWUHDP LQ WKH 'XFN 5LYHU� $VVXPLQJ VXLWDEOH KDELWDW H[LVWV ZLWKLQ )RXQWDLQ

&UHHN� WKHVH VSHFLHV FRXOG EH SUHVHQW LQ WKH ZDWHUVKHG H�J�� &RSSHUFKHHN 'DUWHU

�(WKHRVWRPD DTXDOL� DQG 6ODEVLGH 3HDUO\PXVVHO �/H[LQJWRQLD GRODEHOORLGHV�� $QGUHZ

1� %DUUDVV� (QYLURQPHQWDO 5HYLHZ &RRUGLQDWRU� 'LYLVLRQ RI 1DWXUDO +HULWDJH�
��H

5HVSRQVH WR &RPPHQW 4��� ,QIRUPDWLRQ SUHVHQWHG LQ WKH (,6 LQFOXGHV WKH UHVXOWV

RI UHFHQW ILVK DQG PXVVHO VXUYH\V LQ WKH 'XFN 5LYHU DQG LQ WKH )RXQWDLQ &UHHN

ZDWHUVKHG �VHH HVSHFLDOO\ $SSHQGL[ %�� 7KH VXUYH\ UHVXOWV LQGLFDWH WKDW WKH

FRSSHUFKHHN GDUWHU GRHV RFFXU LQ )RXQWDLQ &UHHN� KRZHYHU� YHU\ IHZ QDWLYH PXVVHOV

ZHUH HQFRXQWHUHG WKHUH� 7KH FRSSHUFKHHN GDUWHU LV D WKUHDWHQHG VSHFLHV LQ

7HQQHVVHH EXW LV QRW� DW SUHVHQW� OLVWHG DV HLWKHU HQGDQJHUHG RU WKUHDWHQHG E\ WKH

8�6� )LVK DQG :LOGOLIH 6HUYLFH� 79$ EHOLHYHV WKH DYDLODEOH LQIRUPDWLRQ LV VXIILFLHQW WR

DGGUHVV WKH SUHVHQW VWDWXV RI DQ\ SRWHQWLDO HIIHFWV RI EXLOGLQJ D )RXQWDLQ &UHHN

UHVHUYRLU RQ SURWHFWHG DTXDWLF VSHFLHV� 7KDW LQIRUPDWLRQ SUREDEO\ ZRXOG QHHG WR EH

XS�GDWHG LI DQG ZKHQ D UHVHUYRLU ZDV SURSRVHG WR EH EXLOW LQ WKDW DUHD�
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5�� $OWHUQDWLYH & ZRXOG RQO\ KDYH VKRUW�WHUP DGYHUVH HIIHFWV RQ ODQG XVH� SULPDULO\

EHFDXVH WKH ORFDWLRQ DQG FRQVWUXFWLRQ RI WKH SLSHOLQH� LQWDNH� DQG ERRVWHU VWDWLRQ FDQ

EH DGMXVWHG VR DV WR PLQLPL]H WKHLU HIIHFWV RQ SULPH IDUPODQG DQG RWKHU XVHV RI WKH

ODQG LQ WKH DUHD� 'XH WR LWV PLQLPXP UHTXLUHPHQWV IRU ODQG �HVWLPDWHG WR EH � DFUHV

SOXV ��� DFUHV RI HDVHPHQW IRU WKH SLSHOLQH�� WKLV DOWHUQDWLYH LV SUHIHUUHG RYHU

$OWHUQDWLYH % ZKLFK ZRXOG UHTXLUH WKH GLVWXUEDQFH RI ����� DFUHV RI ODQG�

(QYLURQPHQWDO 6FLHQFH *UDGXDWH 6WXGHQWV� 8QLYHUVLW\ RI 7HQQHVVHH DW
&KDWWDQRRJD� ��V

5�� 7KH VRLOV WKDW DUH SUHVHQW LQ WKH 'XFN 5LYHU DUHD UDQJH IURP ZHOO WR PRGHUDWHO\ ZHOO

GUDLQHG VLOW\�ORDP\ VRLOV WR KLJKO\ DFLGLF DQG ORZ QXWULHQW FRQWHQW VRLOV� 7KH

VLOW\�ORDP\ VRLOV DUH SURGXFWLYH IRU D YDULHW\ RI GLIIHUHQW FURSV DQG FRQVLGHUHG SULPH

IDUPODQG� *UD]LQJ FDWWOH IUHTXHQWO\ XVH VXFK VRLOV� 7KH HFRQRPLF FRVW RI FKDQJLQJ WKH

ODQG XVH RI WKHVH IHZ SURGXFWLYH DJULFXOWXUDO DUHDV PHULWV IXUWKHU LQYHVWLJDWLRQV EHIRUH

LPSOHPHQWLQJ $OWHUQDWLYH &� (QYLURQPHQWDO 6FLHQFH *UDGXDWH 6WXGHQWV�

8QLYHUVLW\ RI 7HQQHVVHH DW &KDWWDQRRJD� ��F

5HVSRQVH WR &RPPHQWV 5� DQG 5�� &RPPHQWV QRWHG� 8QGHU WKH SUHVHQW

FRQFHSWV� $OWHUQDWLYH & ZRXOG LQYROYH WKH SHUPDQHQW XVH RI DERXW WZR DFUHV RI ODQG

�WR EH RFFXSLHG E\ WKH LQWDNH VWUXFWXUH DQG WKH ERRVWHU VWDWLRQ�� $OO RWKHU ODQG

DORQJ WKH URXWH RI WKH SLSHOLQH ZRXOG EH DIIHFWHG RQO\ GXULQJ WKH FRQVWUXFWLRQ SHULRG�

DIWHU ZKLFK WKH RZQHU FRXOG GHFLGH KRZ WR XVH LW� ,I WKHVH FRQFHSWV FDUU\ IRUZDUG

LQWR DFWXDO SODQV IRU WKLV SURMHFW �LI LW LV WR EH EXLOW�� $OWHUQDWLYH & ZRXOG QRW KDYH

DQ\ ORQJ�WHUP LPSDFW RQ ODQG XVH LQ WKH SURMHFW DUHD�

5�� 7KH IOXFWXDWLRQ WKDW RFFXUV QRZ IURP WKH QHFHVVDU\ ZLQWHU�VXPPHU SRRO IORZV KDYH

FDXVHG FRQWLQXRXV ORVV RI WUHHV ZKLFK DUH EHLQJ XQGHUFXW E\ WKH FKDQJLQJ FXUUHQWV

DORQJ WKH EDQNV� ,Q DQ HIIRUW WR KROG DV PXFK RI WKH GLUW DORQJ WKH EDQNV DV SRVVLEOH�

ZH KDYH SODQWHG WUHHV DORQJ VRPH RI WKH PRVW VWUHVVHG DUHDV� :H ZRXOG FHUWDLQO\ OLNH

WR VHH WKHP JURZ DQG DLG LQ WKH SURWHFWLRQ IURP HURVLRQ WKDW PRUH DQG KLJKHU ZDWHU

OHYHOV ZRXOG PDNH LPSRVVLEOH� 3ROO\ 'HPHQW 2HWWLQJHU� ��E

5HVSRQVH WR &RPPHQW 5�� 7KH FKDQJHV LQ IORZ SDWWHUQV ZKLFK ZRXOG RFFXU XQGHU

DQ\ RI WKH DFWLRQ DOWHUQDWLYHV ZRXOG WDNH SODFH RQO\ GXULQJ GURXJKW FRQGLWLRQV�

1RQH RI WKH DOWHUQDWLYHV ZRXOG KDYH DQ\ HIIHFW RQ WKH FRQGLWLRQV GHVFULEHG LQ WKLV

FRPPHQW�

5�� 7KH GLVSRVLWLRQ� RZQHUVKLS� DQG PDQDJHPHQW RI WKH HQYLURQV VXUURXQGLQJ WKH

UHVHUYRLU SURSRVDO �%� DUH D PDMRU VKRUWFRPLQJ RI WKH '(,6� $V RWKHU UHVHUYRLU SURMHFWV

LQ WKH QDWLRQ KDYH H[SHULHQFHG� FRQWURO RI QXWULHQWV LQ WKH UHVHUYRLUV DQG ODNHV LQ WKH

VRXWKHUQ 8�6� DUH D FRQWLQXLQJ FKDOOHQJH� 6KDOORZ� ZDUP ZDWHU ERGLHV HQULFKHG ZLWK

QXWULHQWV IURP IDUPODQG DQG DJULFXOWXUDO UXQRII DQG QDWXUDO VRXUFHV TXLFNO\ EHFRPH

FRORQL]HG ZLWK PDWV RI DTXDWLF SODQWV DQG DOJDH� 7R FRQWURO QXWULHQW HQULFKPHQW DQG

HXWURSKLFDWLRQ� WKH GUDLQDJH EDVLQ FRQWDLQLQJ WKH UHVHUYRLU ZLOO OLNHO\ UHTXLUH

PDQDJHPHQW PHDVXUHV DQG ODQG XVH FRQWUROV LQFOXGLQJ EXW QRW OLPLWHG WR� FUHDWLRQ RI

EXIIHU ]RQHV LQ SHUHQQLDO DQG LQWHUPLWWHQW VWUHDPV LQ WKH ZDWHUVKHG� WLPEHU FXWWLQJ

DQG DJULFXOWXUDO XVH UHVWULFWLRQV LQ EXIIHU ]RQHV� ORW VL]H DQG KRXVLQJ GHQVLW\

UHVWULFWLRQV� SROLFLHV RQ VHSWLF WDQN SODFHPHQW DQG PDLQWHQDQFH� DQG RWKHU VWUDWHJLHV WR

SUHYHQW SROOXWDQWV DQG QXWULHQWV IURP HQWHULQJ WKH SURSRVHG UHVHUYRLU� ,I $OWHUQDWLYH %

LV VHOHFWHG E\ 79$ DV LWV SUHIHUUHG DOWHUQDWLYH� WKH )(,6 VKRXOG SURYLGH DW OHDVW D GUDIW

EDVLQ PDQDJHPHQW SODQ WKDW LQFOXGHV 79$ SROLFLHV DQG SURFHGXUHV RQ VKRUHOLQH
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PDQDJHPHQW� ZDWHU TXDOLW\� PRQLWRULQJ� DTXDWLF ZHHG FRQWURO� ILVKHULHV� HWF� DV WKH\

UHODWH WR WKH SURSRVHG )RXQWDLQ &UHHN 5HVHUYRLU� $V DQ H[DPSOH RI UHVHUYRLU

PDQDJHPHQW WHFKQLTXHV WKDW PD\ EH XVHIXO LQ DGGLWLRQ WR 79$
V PDQDJHPHQW (,6V

VXFK DV WKH UHFHQW 6KRUHOLQH 0DQDJHPHQW (,6� ZH KDYH HQFORVHG WKH ZDWHUVKHG

PDQDJHPHQW UXOHV WKDW WKH 6WDWH RI 1RUWK &DUROLQD UHTXLUHG IRU WKH /DNH 5DQGOHPDQ

ZDWHUVKHG �5DQGOHPDQ :DWHUVKHG 0DQDJHPHQW 5XOHV� LQ ����� (3$� ��DH

5HVSRQVH WR &RPPHQW 5�� 79$ FRQFXUV ZLWK WKH EDVLF SRLQWV PDGH LQ WKLV

FRPPHQW� KRZHYHU� 79$ LV QRW SODQQLQJ WR PDNH WKH GHFLVLRQ WR FRQVWUXFW RQH RU

PRUH RI WKHVH DOWHUQDWLYHV DQG 79$ SUREDEO\ ZRXOG QRW VHOHFW DQ\ DGGLWLRQDO

SXUSRVH�V� WR EH LQFOXGHG LQ RQH RU PRUH RI WKHVH ZDWHU VXSSO\ SURMHFWV� 7KH (,6

LGHQWLILHV WKDW WKH VRXUFH RI DGGLWLRQDO ZDWHU IRU WKH &ROXPELD DUHD ZRXOG KDYH WR EH

SURWHFWHG IURP FRQWDPLQDWLRQ DQG QXWULHQW HQULFKPHQW� ,QVXULQJ WKDW DSSURSULDWH

ODQG DQG ZDWHU XVH GHFLVLRQV DUH PDGH FDQ EHVW EH DFFRPSOLVKHG E\ WKH SURMHFW

VSRQVRU�V� DQG WKH UHJXODWRU\ DJHQFLHV�

5�� 6XUHO\ WKH KLVWRU\ RI RYHUGHYHORSPHQW LQ VRPH RI WKH :HVWHUQ VWDWHV ZLWKRXW DGHTXDWH

ZDWHU VRXUFHV VKRXOG SOD\ LQ PLQG ZKHQ IRUPLQJ ZDWHU DQG ODQG XVH VWUDWHJLHV IRU

WKLV DUHD� 7KH 7HQQHVVHH 'HSDUWPHQW RI (QYLURQPHQW DQG FRQVHUYDWLRQ KDV WDNHQ WKH

LQLWLDWLYH WR OLPLW GHYHORSPHQW DORQJ WKH VKRUHV RI 7LPV )RUG /DNH� QRW VRRQ HQRXJK�

EXW D VWHS LQ WKH ULJKW GLUHFWLRQ� 2WKHU ZDWHUVKHGV VKRXOG GR WKH VDPH� 5REHUW 1�

5HHG� ��E

5�� 3XPSLQJ 7LPV )RUG 5HVHUYRLU ZDWHU WR GLVFKDUJH LQWR WKH 'XFN 5LYHU� DOWKRXJK DQ

HQJLQHHULQJ SRVVLELOLW\� LV FRQWUDU\ WR ZKDW WKH 79$ HQYLVLRQHG DQG GRFXPHQWHG LQ WKH

7LPV )RUG 5HVHUYRLU /DQG 0DQDJHPHQW DQG 'LVSRVLWLRQ 3ODQ DQG (,6� 7KH QXPEHU

RQH FRQVLGHUDWLRQ ZLWK WKH 7LPV )RUG 5HVHUYRLU SODQ� DQG ZKDW DPRXQWV WR VHYHUHO\

UHVWULFWHG GHYHORSPHQW RI WKH ���� SXEOLF DFUHV LQ )UDQNOLQ DQG 0RRUH FRXQWLHV

VXUURXQGLQJ WKH UHVHUYRLU� LV ODQG FRQVHUYDWLRQ LQ WKH QDPH RI ZDWHU TXDOLW\� -XVW DV

ZKHQ ZDWHU TXDQWLW\ LVVXHV ZHUH FRUUHFWO\ IRUHVHHQ IRU RQH SXUSRVH RI WKH &ROXPELD

'DP� ZDWHU TXDOLW\ LVVXHV DUH DW WKH IRUHIURQW RI 7LPV )RUG 5HVHUYRLU /DQG

0DQDJHPHQW 3ODQ DQG (,6� ,I� LQ WKH QDPH RI ZDWHU TXDOLW\� ZH DUH QRW DOORZHG WR SXW

ODUJH DUHDV RI WD[ SURGXFLQJ UHDO HVWDWH RQ WKH PDUNHW DQG GHYHORS WKHP LQ WKH QDPH RI

H[SDQGLQJ RXU WD[ EDVH DQG DUH� WKHQ� FRPSHOOHG WR VLJQ RQ WR D SURMHFW WKDW ZLOO

GHJUDGH IXUWKHU WKH TXDOLW\ RI 7LPV )RUG 5HVHUYRLU ZDWHU� , VWURQJO\ WDNH LVVXH� :H

ZRXOG EH LQ HIIHFW UHZDUGLQJ XQEULGOHG JURZWK LQ RQH DUHD RI WKH VWDWH E\ OLPLWLQJ

JURZWK LQ DQRWKHU� $W WKH VDPH WLPH� RXU DUHD ZRXOG VXIIHU ZLWKRXW GLUHFW RU LQGLUHFW

EHQHILW� )� 0RQWJRPHU\ $GDPV� -U�� )UDQNOLQ &RXQW\ ([HFXWLYH� ��E

5HVSRQVH WR &RPPHQWV 5� DQG 5�� &RPPHQWV QRWHG� 8QGHU WKH UHFHQW

DPHQGPHQWV WR WKH &OHDQ :DWHU $FW� WKH SURWHFWLRQ RI ZDWHU TXDOLW\ SUREDEO\ ZRXOG

HVVHQWLDOO\ GLFWDWH ODQG XVH GHFLVLRQV LQ ERWK WKH 'XFN DQG (ON 5LYHU ZDWHUVKHGV�

UHJDUGOHVV RI ZKHWKHU D SLSHOLQH FRQQHFWLRQ LV FRQVWUXFWHG RU QRW� 7KH ORQJ�WHUP

TXDOLW\ DQG RSWLPXP XVH RI WKHVH ULYHU V\VWHPV DQG UHVHUYRLUV ZRXOG GHSHQG RQ WKH

ZD\V ODQG XVH GHFLVLRQV DUH PDGH DOO DFURVV HDFK ZDWHUVKHG�

5�� :KLOH 79$ PD\ VWLOO FODLP RZQHUVKLS RI �� DFUHV DW 6KRUW 6SULQJV DORQJ WKH SUHVHQW

1RUPDQG\ 5HVHUYRLU� WKLV ODQG ZDV GHVLJQDWHG D 79$ 6PDOO :LOG $UHD DQG KDV

VXEVHTXHQWO\ EHHQ PDGH D SDUW RI WKH 'HVLJQDWHG 6KRUW 6SULQJV 6WDWH 1DWXUDO $UHD

XQGHU WKH 1DWXUDO $UHDV 3UHVHUYDWLRQ $FW RI ����� 7KH SXUSRVH RI WKH DFW LV WR SURWHFW

DUHDV SRVVHVVLQJ VFHQLF� VFLHQWLILF� LQFOXGLQJ ELRORJLFDO� JHRORJLFDO DQG�RU UHFUHDWLRQDO

YDOXHV ZKLFK DUH LQ SURVSHFW DQG SHULO RI EHLQJ GHVWUR\HG� 6KRUW 6SULQJV 1DWXUDO $UHD
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LV D &ODVV , � 6FHQLF�5HFUHDWLRQDO $UHD XQGHU 7�&�$� ��������� �E�����2�� 0DUMRULH 6�

&ROOLHU� 3UHVLGHQW� )ULHQGV RI 6KRUW 6SULQJV� ��F

5HVSRQVH WR &RPPHQW 5�� &RPPHQW QRWHG�
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6�� $OWHUQDWLYH & ZRXOG KDYH RQO\ D PLQLPXP LPSDFW XSRQ WKH UHFUHDWLRQDO XVH RI WKH 'XFN

5LYHU � DQG IRU RQO\ D EULHI SHULRG RI WLPH� 2QO\ D YHU\ VPDOO �� � DFUH� ZRXOG EH

UHTXLUHG IRU WKH LQWDNH VWUXFWXUH� $OVR� QHLWKHU WKH SUHVHQFH QRU RSHUDWLRQ RI WKH

XQGHUJURXQG SLSHOLQH ZRXOG QHJDWLYHO\ LPSDFW WKH UHFUHDWLRQDO XVH RI WKLV ULYHU�

(QYLURQPHQWDO 6FLHQFH *UDGXDWH 6WXGHQWV� 8QLYHUVLW\ RI 7HQQHVVHH DW
&KDWWDQRRJD� ��W

5HVSRQVH WR &RPPHQW 6�� &RPPHQW QRWHG�

6�� >7@KH SRWHQWLDO IRU PLWLJDWLRQ PHDVXUHV WR SURWHFW 6KRUW 6SULQJV 1DWXUDO $UHD VKRXOG EH

GRFXPHQWHG LQ WKH (,6� -XVWLQ 3� :LOVRQ� 'HSXW\ WR WKH *RYHUQRU� ��L

5HVSRQVH WR &RPPHQW 6�� $V LQGLFDWHG LQ 6HFWLRQV ���� DQG ���� UDLVLQJ WKH SRRO

OHYHO RQ 1RUPDQG\ 5HVHUYRLU DV GHVFULEHG XQGHU $OWHUQDWLYH ' ZRXOG KDYH DGYHUVH

HIIHFWV RQ D VPDOO SDUW RI 6KRUW 6SULQJV 6WDWH 1DWXUDO $UHD ZKHUH VXEVWDQWLDO

ZLOGIORZHU SRSXODWLRQV RFFXU� ,I WKDW DOWHUQDWLYH ZDV SURSRVHG WR EH EXLOW� GHWDLOHG

SODQV IRU WKH SURMHFW ZRXOG EH SUHSDUHG DQG DQ DSSURSULDWH HQYLURQPHQWDO

HYDOXDWLRQ ZRXOG EH FRQGXFWHG� $W WKDW WLPH� SURMHFW�VSHFLILF LVVXHV� LQFOXGLQJ

DYRLGDQFH DQG�RU PLWLJDWLRQ PHDVXUHV LQ WKH QDWXUDO DUHD� ZRXOG EH DGGUHVVHG

EDVHG RQ WKH GHWDLOHG SODQV IRU WKH SURMHFW�

6�� :H IHHO WKDW DQ\ QHJDWLYH LPSDFW WR 6KRUW 6SULQJV 6WDWH 1DWXUDO $UHD� ZKLFK KDV EHHQ

GHVLJQDWHG DV ELRORJLFDOO\ VLJQLILFDQW E\ WKH 6WDWH RI 7HQQHVVHH IRU QHDUO\ �� \HDUV�

VHWV DQ XQDFFHSWDEOH SUHFHGHQW� /HVOLH &ROOH\� 7KH 1DWXUH &RQVHUYDQF\ RI

7HQQHVVHH� ��H

6�� , KDYH DOZD\V EHHQ LPSUHVVHG ZLWK WKH ZLOOLQJQHVV RI 79$� WKH VWDWH RI 7HQQHVVHH�

DQG WKH FLW\ RI 7XOODKRPD WR MRLQ WRJHWKHU WR SURWHFW WKH WUXO\ XQLTXH HQYLURQV

FRQWDLQLQJ 6KRUW 6SULQJV� ,W GLVPD\V PH WR WKLQN WKDW DOO RI WKDW KDUG ZRUN FRXOG

GLVLQWHJUDWH VR TXLFNO\� 3OHDVH FRQVLGHU FDUHIXOO\ WKH OHJDF\ WKDW ZLOO EH OHIW� -HII

6WHZDUW� ��F

6�� 5DLVLQJ WKH 1RUPDQG\ 3RRO /HYHO ZRXOG EH GHWULPHQWDO WR 6KRUW 6SULQJV 6WDWH 1DWXUDO

$UHD E\ LQXQGDWLQJ ORZHU SRUWLRQV� SDUWLFXODUO\ WKH DUHD ZKHUH %RER &UHHN DQG

0DFKLQH %UDQFK MRLQ DQG ZKHUH D ULFK SURIXVLRQ RI ZLOGIORZHUV RFFXUV� $ SRUWLRQ RI

WKH 1DWXUDO $UHD H[WHQGV DORQJ %RER &UHHN DV IDU GRZQ DV &DUUROO &UHHN DQG WKLV

ZRXOG DOVR EH GHWULPHQWDOO\ DIIHFWHG� 0DUMRULH 6� &ROOLHU� 3UHVLGHQW� )ULHQGV RI

6KRUW 6SULQJV� ��E

6�� , ZLVK WR XUJH 79$ WR QRW UHFRPPHQG $OWHUQDWLYH ' LQ WKH ILQDO (QYLURQPHQWDO ,PSDFW

6WDWHPHQW� 6KRUW 6SULQJV LV RQH RI WKH PRVW EHDXWLIXO QDWXUDO ZLOGIORZHU DUHDV DURXQG�

7KLV VPDOO DUHD FRQWDLQV PDQ\� PDQ\ VSHFLPHQ RI IORZHUV DQG LV HQMR\HG E\ DOO DJHV�

, ORYH WR WDNH P\ JUDQGFKLOGUHQ WKHUH� WKH\ ORYH LW� 3OHDVH GR QRW UXLQ WKLV VSHFLDO

SODFH� 6XUHO\ RQH RI WKH RWKHU DOWHUQDWLYHV ZRXOG ZRUN DV ZHOO ZLWKRXW GHVWUR\LQJ WKH

QDWXUDO EHDXW\ RI 6KRUW 6SULQJV� 0UV� +HUVFKHO 0F'RQDOG� ��

6�� , KDYH MXVW UHFHLYHG WKH YHU\ GLVFRXUDJLQJ DQG GLVDSSRLQWLQJ QHZV WKDW \RXU FRPSDQ\

�79$� LV FRQVLGHULQJ WKH H[SDQVLRQ RI VHUYLFHV LQ WKLV SDUWLFXODU DUHD RI WKH 6WDWH �6KRUW

6SULQJV�� 7R PH LW LV OXGLFURXV WR HYHQ WKLQN RI LQFUHDVLQJ WKH VHUYLFHV RI 1RUPDQG\

'DP� ZKLFK ZRXOG HQWDLO WKH GHVWUXFWLRQ �SHUKDSV H[WLQFWLRQ� RI D FRQVLGHUDEOH DPRXQW

RI SODQW DQG DQLPDO OLIH LQ VRPH RI WKH PRVW EHDXWLIXO QDWXUDO DUHDªV RI WKLV SRUWLRQ RI
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'����

RXU VWDWH� , DP DOVR VXUSULVHG VXFK FRUSRUDWLRQV DV 79$ ZRXOG FKDOOHQJH �YLRODWH�

H[LVWLQJ OHJLVODWLRQ DV WKH SUHVHUYDWLRQ ODZ RI ����� , WKHUHIRUH� DP YHKHPHQWO\

RSSRVHG WR VXFK DFWLRQ DQG ZLOO GR DOO LQ P\ SRZHU WR FRQYLQFH RWKHUV WR GR DQG IHHO

OLNHZLVH� $� (� 6PHGOH\� ��

5HVSRQVH WR &RPPHQW 6� � 6�� 79$ UHFRJQL]HV WKH XQLTXH VXLWH RI QDWXUDO

IHDWXUHV ZKLFK H[LVW DORQJ WKH UHVHUYRLU VKRUHOLQH LQ WKH 6KRUW 6SULQJV 6WDWH 1DWXUDO

$UHD DQG VKDUHV WKH DJHQF\ DQG SXEOLF FRPPLWPHQW WR WKLV VLWH� ,I WKH GHFLVLRQ LV

PDGH WR UDLVH WKH SRRO OHYHO RQ 1RUPDQG\ 5HVHUYRLU� 79$ ZRXOG DFWLYHO\ SDUWLFLSDWH

LQ GHWHUPLQLQJ WKH SRWHQWLDO HIIHFWV RQ 6KRUW 6SULQJV DQG DVVLVW LQ PLQLPL]LQJ RU

PLWLJDWLQJ ORVVHV WR WKH VLWH ZKLFK FRXOG QRW EH DYRLGHG�

6�� &XUUHQWO\� UHVLGHQWV QHDU WKH DUHD RI WKH SURSRVHG >7LPV )RUG@ LQWDNH� �UHJXODU�

ERDWHUV DQG ILVKHUPHQ� DQG WUDQVLHQW ERDWHUV DQG ILVKHUPHQ HQMR\ D TXLHW ]RQH� IUHH

IURP LQGXVWULDO W\SH QRLVH����OLNH WKH FRQWLQXRXV KXP RI KLJK VSHHG HOHFWULF SXPSV�

7KLV ZRXOG FKDQJH GUDPDWLFDOO\ LQ WKLV DUHD� QRWLQJ WKDW VRXQG FDUULHV ZHOO RYHU ZDWHU�

SDUWLFXODUO\ RQ D TXLHW QLJKW� 0DUN +� 'XGOH\� ��K

5HVSRQVH WR &RPPHQW 6�� ,I $OWHUQDWLYH ( ZDV SURSRVHG WR EH EXLOW� DSSURSULDWH

PHDVXUHV ZRXOG EH WDNHQ WR PLQLPL]H QRLVH OHYHOV DVVRFLDWHG ZLWK WKH LQWDNH

VWUXFWXUH� $V LQGLFDWHG LQ 6HFWLRQ ����� WKHVH PHDVXUHV FRXOG LQFOXGH XVLQJ ORZ�

QRLVH HTXLSPHQW� DQG ORFDWLQJ DQG GHVLJQLQJ WKH LQWDNH WR PLQLPL]H QRLVH

SURGXFWLRQ� 3URSHUO\ ORFDWHG� GHVLJQHG� DQG FRQVWUXFWHG� WKLV DOWHUQDWLYH ZRXOG

KDYH LQVLJQLILFDQW HIIHFWV RQ ORFDO QRLVH OHYHOV�
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7�� :KHQ FRPSDUHG ZLWK $OWHUQDWLYH ( �UHTXLULQJ D ���PLOH�ORQJ SLSHOLQH�� DQG $OWHUQDWLYH

% �UHTXLULQJ WKH GLVWXUEDQFH RI ����� DFUHV�� $OWHUQDWLYH & ZRXOG RQO\ GLVWXUE D VPDOO

DPRXQW RI ODQG� 7KHUHIRUH� DVVXPLQJ WKDW WKH SRWHQWLDO FXOWXUDO UHVRXUFHV DUH HYHQO\

GLVWULEXWHG� WKH $OWHUQDWLYH & ZRXOG KDYH WKH OHDVW LPSDFW RQ DQ\ H[LVWLQJ FXOWXUDO

UHVRXUFHV� ,Q DGGLWLRQ� DIWHU WKH VLWH�URXWH LV UHYLHZHG E\ WKH 7HQQHVVHH 6WDWH +LVWRULF

3UHVHUYDWLRQ 2IILFH� WKH SLSHOLQH FRQVWUXFWLRQ FRXOG EH DGMXVWHG WR PLQLPL]H IXUWKHU

GLVWXUEDQFH WR FXOWXUDO UHVRXUFHV XQGHU WKLV DOWHUQDWLYH� (QYLURQPHQWDO 6FLHQFH

*UDGXDWH 6WXGHQWV� 8QLYHUVLW\ RI 7HQQHVVHH DW &KDWWDQRRJD� ��X

5HVSRQVH WR &RPPHQW 7�� &RPPHQW QRWHG� $VVXPLQJ D PD[LPXP FRUULGRU ZLGWK

RI �� IHHW IRU SLSHOLQH FRQVWUXFWLRQ� $OWHUQDWLYH & ZRXOG DIIHFW DSSUR[LPDWHO\ ���

DFUHV RI ODQG DQG $OWHUQDWLYH ( ZRXOG DIIHFW DSSUR[LPDWHO\ ��� DFUHV� (QODUJHPHQW

RI 1RUPDQG\ 5HVHUYRLU XQGHU $OWHUQDWLYH ' ZRXOG DIIHFW ��� DFUHV DQG WKH

FRQVWUXFWLRQ RI D UHVHUYRLU LQ WKH )RXQWDLQ &UHHN ZDWHUVKHG DV GHVFULEHG XQGHU

$OWHUQDWLYH % ZRXOG DIIHFW DSSUR[LPDWHO\ ����� DFUHV�

7�� &RQVLGHULQJ DYDLODEOH LQIRUPDWLRQ� ZH ILQG� DIWHU DSSO\LQJ WKH &ULWHULD RI $GYHUVH

(IIHFW FRGLILHG DW �� &)5 3DUW ���� WKDW WKH SURMHFW DV FXUUHQWO\ SURSRVHG ZLOO

$'9(56(/< $))(&7 3523(57,(6 7+$7 $5( (/,*,%/( )25 /,67,1* ,1 7+(

1$7,21$/ 5(*,67(5 2) +,6725,& 3/$&(6� 7KHUHIRUH� WKLV RIILFH KDV DQ REMHFWLRQ

WR WKH LPSOHPHQWDWLRQ RI WKLV SURMHFW� <RX VKRXOG QRZ� WKURXJK 79$� LQIRUP WKH

$GYLVRU\ &RXQFLO RQ +LVWRULF 3UHVHUYDWLRQ RI WKLV DGYHUVH HIIHFW GHWHUPLQDWLRQ DQG

EHJLQ LPPHGLDWH FRQVXOWDWLRQ ZLWK RXU RIILFH� 3OHDVH HQFORVH D FRS\ RI WKLV

GHWHUPLQDWLRQ LQ \RXU QRWLILFDWLRQ WR WKH &RXQFLO DV GHOLQHDWHG DW �� &)5 3DUW ����

8QWLO \RX KDYH UHFHLYHG D ILQDO FRPPHQW RQ WKLV SURMHFW IURP WKLV RIILFH DQG WKH

&RXQFLO� \RX KDYH QRW FRPSOHWHG WKH 6HFWLRQ ��� UHYLHZ SURFHVV� +HUEHUW /� +DUSHU�

7HQQHVVHH 6WDWH +LVWRULF 3UHVHUYDWLRQ 2IILFH� ��

5HVSRQVH WR &RPPHQW 7�� 7KHVH FRPPHQWV ZHUH PDGH E\ WKH 7HQQHVVHH 6WDWH

+LVWRULF 3UHVHUYDWLRQ 2IILFHU �6+32� LQ D OHWWHU GDWHG 6HSWHPEHU ��� ����� 7KH

6+32 SURYLGHG DPHQGHG FRPPHQWV E\ OHWWHU GDWHG 2FWREHU ��� ���� �VHH $SSHQGL[

(� LQGLFDWLQJ WKDW WKLV XQGHUWDNLQJ LV OLPLWHG WR WKH GUDIWLQJ RI D SURJUDPPDWLF (,6

IRU IXWXUH SURMHFW LPSOHPHQWDWLRQ DQG� DV VXFK� ZLOO QRW DIIHFW DQ\ SURSHUWLHV OLVWHG

RU HOLJLEOH IRU OLVWLQJ RQ WKH 1DWLRQDO 5HJLVWHU RI +LVWRULF 3ODFHV� $SSURSULDWH UHYLHZ

RI WKH GHWDLOHG SODQV IRU DQ\ DOWHUQDWLYH SURSRVHG WR EH EXLOW ZRXOG EH FRQGXFWHG DV

D SDUW RI WKH VXEVHTXHQW HYDOXDWLRQ RI SRWHQWLDO HQYLURQPHQWDO HIIHFWV�
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8�� :H GR QRW DFFHSW WKH SUHPLVH LQ WKH 'UDIW (,6 WKDW WKHUH ZLOO EH QR JURZWK LQ �QHZ

ODUJH� ZDWHU FRQVXPLQJ LQGXVWULHV�� 7KH 7HQQHVVHH 'HSDUWPHQW RI (FRQRPLF DQG

&RPPXQLW\ 'HYHORSPHQW EHOLHYHV WKDW LQGXVWULDO JURZWK ZLOO EH FULWLFDO WR WKH IXWXUH

JURZWK RI WKH UHJLRQ� -XVWLQ 3� :LOVRQ� 'HSXW\ WR WKH *RYHUQRU���J

8�� :KLOH WKH '(,6 LQGLFDWHV WKDW WKH )RXQWDLQ &UHHN DOWHUQDWLYH ZLOO EH WKH PRVW

H[SHQVLYH DQG PD\ KDYH WKH JUHDWHVW HQYLURQPHQWDO LPSDFW� LW FRXOG EH SHQQ\ ZLVH

DQG SRXQG IRROLVK WR WU\ WR FXW LW VR FORVH ZLWK WKH HFRQRPLF IXWXUH RI WKH DUHD� 3DVW

LQYHVWPHQWV LQ FRPPXQLW\ LQIUDVWUXFWXUH GHYHORSPHQWV KDYH PDGH SRVVLEOH LQGXVWULDO

ORFDWLRQV DQG H[SDQVLRQV ZKLFK VLPSO\ ZRXOG QRW KDYH RFFXUUHG ZLWKRXW VXFK

LQYHVWPHQWV� 7KHVH ORFDWLRQV DQG H[SDQVLRQV KDYH EHHQ YLWDO WR WKH UHJLRQªV HFRQRP\

DQG KDYH PRUH WKDQ UHSDLG WKH LQYHVWPHQWV PDGH� 7KH VDPH ZLOO EH WUXH LQ WKH IXWXUH�

)XUWKHU� RXU H[SDQGLQJ HQYLURQPHQWDO FDSDELOLWLHV DQG UHJXODWRU\ SURWHFWLRQV HQVXUH

PRUH WKDQ HYHU WKDW VXFK JURZWK FDQ RFFXU ZLWK PLQLPDO� LI DQ\� QHJDWLYH LPSDFW XSRQ

RXU HQYLURQPHQW� :LOWRQ %XUQHWW� -U�� 6SHFLDO 3URMHFWV� 'HSDUWPHQW RI (FRQRPLF

DQG &RPPXQLW\ 'HYHORSPHQW� ��F

8�� 7KH '(,6 DQDO\VHV DVVXPH WKDW QR QHZ ZDWHU�FRQVXPLQJ LQGXVWULHV ZHUH WR

VLWH LQ WKH ZDWHUVKHG DQG LQFUHDVH WKH ZDWHU GHPDQGV� ,Q DGGLWLRQ� LW LV

VRPHZKDW XQFOHDU LI DJULFXOWXUDO QHHGV ZHUH DGHTXDWHO\ LQFOXGHG� 3DJH �� RI

WKH '(,6 VWDWHV WKDW �>W@KH DPRXQW RI ZDWHU ZLWKGUDZQ IRU DJULFXOWXUDO LUULJDWLRQ

LV QRW NQRZQ� EXW JLYHQ WKH LQWHQVLYH DJULFXOWXUDO ODQG XVH LQ WKH WKUHH FRXQW\

DUHD� VLJQLILFDQW DPRXQWV FRXOG EH GUDZQ GXULQJ DQ H[WHQGHG GURXJKW��

6LPLODUO\� SDJH �� VWDWHV WKDW WKH 86*6� LQ WKHLU ���� QHHGV HYDOXDWLRQ

HVWLPDWHV� ����GLG QRW LQFOXGH DQ\ ZDWHU IRU QHZ� VHOI�VXSSOLHG LQGXVWULHV RU

PDMRU H[SDQVLRQV RI DJULFXOWXUDO ZDWHU XVH LQ DQ\ RI WKH WKUHH ZDWHU VHUYLFH

DUHDV�� 7KH )(,6 VKRXOG IXUWKHU GLVFXVV DJULFXOWXUDO QHHGV DQG WKH SRWHQWLDO IRU

DJULFXOWXUDO H[SDQVLRQ DQG DGGLWLRQDO ZDWHU�FRQVXPLQJ LQGXVWULHV VLWLQJ LQ WKH

DUHD� (3$� ��H

5HVSRQVH WR &RPPHQWV 8� � 8�� $V LQGLFDWHG LQ 6HFWLRQ ���� WKH SURMHFWLRQV XVHG

LQ WKH (,6 DOORZ IRU LQFUHDVHV LQ LQGXVWULDO ZDWHU XVH LQ H[FHVV RI UHFHQW JURZWK LQ

WKH DUHD� 7KH\ GR QRW� KRZHYHU� LQFOXGH SURYLVLRQ IRU QHZ� ODUJH� VHOI�VHUYHG� ZDWHU�

XVLQJ LQGXVWULHV VXFK DV FKHPLFDO SODQWV� SDSHU PLOOV� RU PDMRU DJULFXOWXUDO

H[SDQVLRQV� :KLOH WKRVH W\SHV RI LQGXVWULHV DUH QRW OLNHO\ WR ORFDWH LQ WKH DUHD� LI

VXFK D IDFLOLW\ GLG ORFDWH LQ WKH ZDWHUVKHG� LW ZRXOG UHTXLUH UHYLVLRQ RI WKH ZDWHU

QHHGV SURMHFWLRQV� ,W VKRXOG DOVR EH QRWHG WKDW PDQ\ LQGXVWULHV QRZ HPSOR\

SURFHVVHV WKDW XVH FRQVLGHUDEO\ OHVV ZDWHU WKDQ LQ WKH SDVW� $ JRRG H[DPSOH LV WKH

6DWXUQ SODQW DW 6SULQJ +LOO� ZKLFK XVHV RQO\ DERXW RQH�ILIWK WKH ZDWHU D FRPSDUDEOH

ROGHU DXWRPRELOH PDQXIDFWXULQJ SODQW ZRXOG XVH �VHH VLGHEDU RQ SDJH �� RI WKH

���� :DWHU 6XSSO\ 1HHGV $QDO\VLV IRU %HGIRUG� 0DUVKDOO� 0DXU\� DQG 6RXWKHUQ

:LOOLDPVRQ &RXQWLHV 7HQQHVVHH��

8�� 7KH GUDIW (,6 LV JHDUHG WR SURYLGLQJ HQRXJK ZDWHU IRU &ROXPELD WR JURZ DW WKH SUHVHQW

UDWH IRU WKH QH[W �� \HDUV� :H EHOLHYH WKH SUHVHQW UDWH ZDV QRW DQWLFLSDWHG ZKHQ WKH

GDP ZDV RULJLQDOO\ SURMHFWHG DQG FDQQRW EH VXVWDLQHG IRU VR ORQJ D SHULRG� )XUWKHU�

SODQQLQJ IRU LW �RU IDLOLQJ WR UHFRJQL]H WKLV� ZLOO HYHQWXDOO\ QHJDWLYHO\ LPSDFW

&RORPELDQV
 TXDOLW\ RI OLIH DQG WKH HFRQRPLF YLDELOLW\ RI RWKHU FRXQWLHV LQ WKH

ZDWHUVKHG� $WODQWD FRXOG VHUYH DV D SRVWHU FKLOG IRU XQEULGOHG GHYHORSPHQW� 0DUW\

0DULQD� ([HFXWLYH 'LUHFWRU� 7HQQHVVHH &RQVHUYDWLRQ /HDJXH� ��F
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8�� 7DNH D ORRN DW WKH FXUUHQW ZDWHU SUREOHPV LQ /RV $QJHOHV� &DOLIRUQLD� DQG 3KRHQL[�

$UL]RQD� FDXVHG E\ RYHU�GHYHORSPHQW IRU WKH DYDLODEOH ZDWHU VXSSO\� :H VKRXOG

EH OHDUQLQJ IURP WKHLU JUHHG FHQWHUHG HUURUV� UDWKHU WKDQ HPXODWLQJ WKHP�

7HQQHVVHH LV EOHVVHG ZLWK DEXQGDQW IUHVK ZDWHU� :K\ FRQFHQWUDWH WRR PXFK

GHYHORSPHQW LQ DQ DUHD ZLWK LQVXIILFLHQW ZDWHU WR VXVWDLQ LW" 2QFH WKLV SDWWHUQ

LV HVWDEOLVKHG� LW IHHGV XSRQ LWVHOI DQG EHFRPHV LUUHYHUVLEOH� )OR\G DQG /LQGD

$\HUV� ��F

5HVSRQVH WR &RPPHQWV 8� � 8�� %DVHG RQ SUHVHQW WUHQGV DQG FRQGLWLRQV� WKH

H[LVWLQJ ZDWHU VXSSO\ LQ WKH 0DXU\�VRXWKHUQ :LOOLDPVRQ &RXQW\ :DWHU 6HUYLFH $UHD

LV H[SHFWHG WR EH DGHTXDWH XQWLO GXULQJ GURXJKW FRQGLWLRQV VRPH WLPH DIWHU ����� ,I

WKH GHPDQG FRQWLQXHV WR LQFUHDVH DV SURMHFWHG� D GHFLVLRQ ZLOO EH QHFHVVDU\

UHJDUGLQJ ZKHWKHU WR DXJPHQW WKH VXSSO\ DQG� LI VR� KRZ WR GR LW� $ GHFLVLRQ WR QRW

LQFUHDVH WKH VXSSO\ DQG WKHUHE\ UHVWULFW SRSXODWLRQ DQG HFRQRPLF DFWLYLW\ WR D OHYHO

WKDW FRXOG FRQWLQXH WR EH VXSSRUWHG E\ WKH H[LVWLQJ VXSSO\ LV WKH 1R $FWLRQ

$OWHUQDWLYHV�

8�� , DOVR ZDQW WR NQRZ LI DQ\ERG\ KDV FRQVLGHUHG WKH LPSDFW RI +LJKZD\ RU ,Q�6WDWH ���

XSRQ WKLV DUHD DQG ZKDW LW LV JRLQJ WR GR LQ WKH DUHDV RI 0DUVKDOO� 0XUUD\� DQG

:LOOLDPVRQ &RXQWLHV� &RQWLQXHG JURZWK LQ 0DUVKDOO &RXQW\ ZDV WRR ORZ RQ WKDW

VFUHHQ� , FDQ WHOO \RX WRGD\ LW ZLOO PRUH WKDQ GRXEOH� LW ZLOO PRUH WKDQ WULSOH LQ VL]H

VLPSO\ EHFDXVH RI WKH ORFDWLRQ RI IDFWRULHV DQG LQGXVWULDO EDVH ZH KDYH LQ 0DUVKDOO

&RXQW\� 0XUUD\ &RXQW\ ZLOO VRRQ VHH D PDMRU JURZWK LQ LQGXVWU\ DV LW LV DOUHDG\ GRLQJ

GXH WR WKH 6DWXUQ 3ODQW DW 6SULQJ +LOO� 6DWHOOLWH IDFWRULHV ZLOO FRQWLQXH WR FRPH LQ� WKDW

PHDQV PRUH SHRSOH� WKDW PHDQV PRUH QHHG IRU ZDWHU� DQG ZH GRQ
W KDYH LW� 5DQG\

6KRUW� ��G

5HVSRQVH WR &RPPHQW 8�� :KHQ LW LV FRPSOHWHG� +LJKZD\ ��� LV H[SHFWHG WR KDYH

VLJQLILFDQW LPSDFWV RQ WKH QRUWKHUQ HQG RI 0DXU\ &RXQW\ DQG RQ VRXWKHUQ

:LOOLDPVRQ &RXQW\� 7KHVH HIIHFWV KDYH EHHQ LQFOXGHG LQ WKH SURMHFWLRQV RI ORFDO

HFRQRPLF JURZWK� 7KH LPSDFW RI WKLV QHZ KLJKZD\ RQ )UDQNOLQ &RXQW\ LV OHVV FOHDU�

KRZHYHU� WKH SRSXODWLRQ SURMHFWLRQ IRU )UDQNOLQ &RXQW\ UHFRJQL]HV DQG EXLOGV RQ WKH

UHFHQW JURZWK LQ WKH FRXQW\�

8�� 7KH 5HODWHG 'RFXPHQWV LGHQWLILHG LQ WKH (,6 �3DJH ��� OLVWHG RQO\ WKH 'UDIW (,6 RQ WKH

XVH RI ODQG VXUURXQGLQJ 7LPV )RUG 5HVHUYRLU� $JDLQ� D P\RSLF YLHZ ZLWKRXW SURSHU

FRQVLGHUDWLRQ RI RWKHU HIIHFWV RQ WKH DUHD� GRHV QRW WDNH RWKHU LPSRUWDQW IDFWRUV LQWR

DFFRXQW� 6RFLRHFRQRPLF LPSDFWV OLVWHG LQ WKH (,6 GR QRW DGGUHVV DQ\ SRWHQWLDO LPSDFWV

WR WKH )UDQNOLQ &RXQW\ DUHD� RWKHU WKDQ FRQVWUXFWLRQ DQG UHODWHG DFWLYLWLHV� 0DUN +�

'XGOH\� ��H

8�� 7KH )UDQNOLQ &RXQW\ DUHD LV LQ D �JURZWK VSXUW�� 1HZ PDMRU KLJKZD\V KDYH EHHQ

FUHDWHG� ROG KLJKZD\V DUH EHLQJ ZLGHQHG� RXU LQGXVWULDO EDVH KDV VHHQ PXOWL�QDWLRQDO

LQGXVWULDO FRPSDQLHV UHORFDWLQJ WR WKLV DUHD� PRVW QRWDEO\ 1LVVDQ
V 'HFKHUG IDFLOLW\�

DQG WKH QXPEHUV RI UHVLGHQWLDO DQG FRPPHUFLDO %XLOGLQJ 3HUPLWV KDYH LQFUHDVHG E\

DERXW ��� RYHU WKH QXPEHUV MXVW VL[ \HDUV DJR� ,W LV D GLVWLQFW SRVVLELOLW\� JLYHQ WKDW

1LVVDQ ORFDWHG LQ WKLV DUHD� QHZ URDGV KDYH EHHQ FUHDWHG� RXU FHQWUDO ORFDWLRQ� RXU

UHFUHDWLRQDO UHVRXUFHV� WKDW RWKHU ODUJH� ZDWHU FRQVXPLQJ LQGXVWULHV PD\ ORFDWH LQ

)UDQNOLQ &RXQW\ LQ WKH QHDU WHUP� 7KLV (,6� LQ P\ RSLQLRQ� GRHV QRW VHH EH\RQG WKH

ERXQGDULHV RI WKH VWXG\ DUHD� SDUWLFXODUO\ DW WKH IXWXUH DGYHUVH VRFLRHFRQRPLF LPSDFW

RI UHGXFLQJ SUHFLRXV ZDWHU VXSSOLHV WR WKH (ON 5LYHU :DWHUVKHG� 0DUN +� 'XGOH\� ��G
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5HVSRQVH WR &RPPHQWV 8� � 8�� 7KLV SURJUDPPDWLF (,6 IRFXVHV RQ WKH ZDWHU

QHHGV RI WKH WKUHH ZDWHU VHUYLFH DUHDV LQ WKH XSSHU 'XFN 5LYHU ZDWHUVKHG +RZHYHU�

EHFDXVH RI WKH FRQFHUQ H[SUHVVHG DQG WKH SRWHQWLDO LPSDFW RI RQH RI WKH DOWHUQDWLYHV

RQ )UDQNOLQ &RXQW\ LQ WKH (ON 5LYHU ZDWHUVKHG� ZH KDYH ORRNHG DW WKH ZDWHU QHHGV

VLWXDWLRQ LQ WKDW FRXQW\� 7LPV )RUG 5HVHUYRLU KROGV ��� WLPHV PRUH ZDWHU LQ VWRUDJH

WKDQ 1RUPDQG\ 5HVHUYRLU �DSSUR[LPDWHO\ ������� DFUH�IHHW LQ 7LPV )RUG FRPSDUHG

WR ������� DFUH�IHHW LQ 1RUPDQG\�� ,Q ����� WKH ZDWHU V\VWHPV LQ )UDQNOLQ DQG

0RRUH FRXQWLHV XVHG ��� PJG RI VXUIDFH ZDWHU DQG ��� PJG RI JURXQGZDWHU IURP

ZHOOV DQG VSULQJV� IRU D WRWDO ZDWHU GHPDQG LQ ERWK FRXQWLHV RI ��� PJG� 7KDW OHYHO

RI ZDWHU XVH ZRXOG EH HTXLYDOHQW WR �� DFUH�IHHW SHU GD\ LI DOO RI WKH ZDWHU ZDV

ZLWKGUDZQ IURP 7LPV )RUG 5HVHUYRLU� :LWK VWHDG\ RU HYHQ DGGLWLRQDO JURZWK LQ

)UDQNOLQ DQG 0RRUH FRXQWLHV� WKHUH ZRXOG EH HQRXJK ZDWHU LQ 7LPV )RUG 5HVHUYRLU

WR PHHW IXWXUH ZDWHU VXSSO\ GHPDQGV LQ WKH (ON 5LYHU DUHD ZKLOH KHOSLQJ WR PHHW WKH

QHHGV RI DGMDFHQW ZDWHU VHUYLFH DUHD�
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9�� :H QRWH WKDW WKH (QYLURQPHQWDO -XVWLFH ([HFXWLYH 2UGHU �(2 ������ ZDV QRW OLVWHG RQ

SDJHV ����� XQGHU 2WKHU 5HYLHZ DQG 3HUPLW 3URFHVVHV� 7KH )(,6 VKRXOG OLVW LW DQG�

PRUH LPSRUWDQWO\� FRQVLGHU SRWHQWLDO (>QYLURQPHQWDO@ ->XVWLFH@ LPSDFWV UHODWLYH WR WKH

DOWHUQDWLYHV� (3$� ��DJ

9�� 3DJH ��� GLVFXVVHV GHPRJUDSKLFV RI WKH SURMHFW DUHD� ,W DSSHDUV WKDW PLQRULW\ DQG

ORZ�LQFRPH SHUFHQWDJHV DUH VLPLODU DPRQJ SURMHFW FRXQWLHV DQG ORZHU WKDQ WKH VWDWH

DYHUDJH� 2QH H[FHSWLRQ LV WKH %HWKHVGD 'LYLVLRQ RI :LOOLDPVRQ &RXQW\ IRU ORZ�LQFRPH

JURXSV� ZKLFK LV QRWLFHDEOH JUHDWHU ������� WKDQ WKDW RI WKH WRWDO FRXQW\ ������� 7KLV

VKRXOG EH FRQVLGHUHG GXULQJ LQIUDVWUXFWXUH FRQVWUXFWLRQ RI WKH DOWHUQDWLYH� +RZHYHU�

VLQFH WKH RYHUDOO HIIHFW RI WKH SURMHFW ZRXOG EH WR LQFUHDVH ZDWHU VXSSO\ LQ WKHVH

FRXQWLHV� WKLV PD\ RU PD\ QRW EH D JUHDW (>QYLURQPHQWDO@ ->XVWLFH@ FRQFHUQ� (3$�

��DK

5HVSRQVH WR &RPPHQWV 9� � 9�� 79$ LV QRW VXEMHFW WR WKLV ([HFXWLYH 2UGHU�

KRZHYHU� 79$ W\SLFDOO\ DGGUHVVHV HQYLURQPHQWDO MXVWLFH LVVXHV LQ WKH (,6 GRFXPHQWV

ZH SUHSDUH� $FFRUGLQJO\� WKH (QYLURQPHQWDO -XVWLFH ([HFXWLYH 2UGHU �(2 ������

KDV EHHQ DGGHG WR 6HFWLRQ ��� LQ WKH ILQDO (,6� :KLOH SRWHQWLDO GLVSURSRUWLRQDWH

LPSDFWV KDYH EHHQ FRQVLGHUHG LQ WKLV VWXG\� GHWDLOHG DQDO\VHV FDQQRW EH FRQGXFWHG

XQWLO PRUH LQIRUPDWLRQ DERXW WKH ORFDWLRQ RI VWUXFWXUHV DQG DQ\ SURSRVHG SLSHOLQH

URXWHV EHFRPHV DYDLODEOH� 7KLV ZRXOG EH GRQH DV D SDUW RI WKH VXEVHTXHQW

HQYLURQPHQWDO UHYLHZ RI DQ\ DFWLRQ DOWHUQDWLYH SURSRVHG WR EH FRQVWUXFWHG�

GHSHQGLQJ RQ WKH H[WHQW RI IHGHUDO DJHQF\ SDUWLFLSDWLRQ LQ WKH SURMHFW� +RZHYHU� DW

WKLV WLPH DQG EDVHG RQ WKH GDWD VKRZQ LQ 7DEOHV �� DQG ��� ZH GR QRW DQWLFLSDWH

GLVSURSRUWLRQDWH LPSDFWV RQ DQ\ VHJPHQW RI WKH SRSXODWLRQ� 7KH GLVFXVVLRQ LQ

6HFWLRQ ���� ZLOO EH FKDQJHG LQ WKH )(,6 WR FODULI\ WKLV�



8SSHU 'XFN 5LYHU :DWHU 6XSSO\ $QDO\VLV DQG )LQDO 3URJUDPPDWLF (,6

'����

	
����������5

$GDPV� )� 0RQWJRPHU\� -U�� )UDQNOLQ &RXQW\ ([HFXWLYH
/RJ 1R� ��� &RPPHQWV %��� &�� .�� .��� .��� DQG 5��

$OEULJKW� -RKQ� /RJ 1R� �� &RPPHQW '��

$UQROG� $QJHOD %�� /RJ 1R� ��� &RPPHQW )��

$\HUV� )OR\G DQG /LQGD� /RJ 1R� ��� &RPPHQWV %��� +�� +��� .��� DQG 8��

%DOVOH\� %LOO� /RJ 1R� ��� &RPPHQW +���

%DUUDVV� $QGUHZ 1�� (QYLURQPHQWDO 5HYLHZ &RRUGLQDWRU� 'LYLVLRQ RI 1DWXUDO +HULWDJH�
/RJ 1R� ��� &RPPHQWV $��� $��� $��� *��� *��� *��� .��� /�� /�� 4�� 4�� 4��

4��� 4��� 4��� 4��� 4��� DQG 4���

%UDNHU� 5DQGDO -�� /RJ 1R� ��� &RPPHQWV &� DQG &���

%XUQHWW� :LOWRQ� -U�� 6SHFLDO 3URMHFWV� 'HSDUWPHQW RI (FRQRPLF DQG &RPPXQLW\
'HYHORSPHQW� /RJ 1R� ��� &RPPHQWV &��� (��� DQG 8��

&KULVWRSKHU� -� 3�� /RJ 1R� ��� &RPPHQW *���

&OHPHQV� 3� )�� /RJ 1R� ��� &RPPHQW )��

&ROOH\� /HVOLH� 7KH 1DWXUH &RQVHUYDQF\ RI 7HQQHVVHH�
/RJ 1R� ��� &RPPHQWV $�� $��� '�� (��� )��� *�� +�� DQG 6��

&ROOLHU� -RKQ 5�� -U�� &KDLUPDQ� %RDUG RI 3XEOLF 8WLOLWLHV RI &ROXPELD� 7HQQHVVHH�
/RJ 1R� ��� &RPPHQWV $�� $��� DQG $���

&ROOLHU� 0DUMRULH� /RJ 1R� ��� &RPPHQWV *�� DQG *���

&ROOLHU� 0DUMRULH 6�� 3UHVLGHQW� )ULHQGV RI 6KRUW 6SULQJV�
/RJ 1R� ��� &RPPHQWV )�� *�� .��� 5� DQG 6��

&UDLJ� -DFN� /RJ 1R� ��� &RPPHQWV $��� $��� %�� DQG )���

&XUWLV� .HQW� /RJ 1R� �� &RPPHQWV (� DQG 4��

'HUU\EHUU\� &DURO\Q� /RJ 1R� ��� &RPPHQWV %��� &��� DQG (���

'HUU\EHUU\� :LOOLDP� /RJ 1R� ��� &RPPHQWV $��� $��� %��� (��� .��� .��� DQG /��

'UDXJKRQ� :� 'DYLG� -U�� 'LYLVLRQ RI :DWHU 6XSSO\� 7'(&�
/RJ 1R� ��� &RPPHQWV (��� )��� *�� DQG +��

'XGOH\� 0DUN +��
/RJ 1R� ��� &RPPHQWV &��� +��� +��� -�� .��� .��� 6�� 8�� DQG 8��

'XH� -RH 3�� /RJ 1R� ��� &RPPHQW (��

(3$� /RJ 1R� ��� &RPPHQWV $��� $��� $��� $��� $��� $��� $��� $��� $��� $��� $��� &��

&��� &��� (��� (��� +��� ,�� -�� .�� .�� .�� .�� .�� .��� /��0�� 0�� 0�� 0�� 4��

5�� 8�� 9� DQG 9��

(QYLURQPHQWDO 6FLHQFH *UDGXDWH 6WXGHQWV� 8QLYHUVLW\ RI 7HQQHVVHH DW &KDWWDQRRJD�
/RJ 1R� ��� &RPPHQWV $��� )��� -�� .�� .��� .��� .��� /�� /�� /�� 0�� 1�� 3�� 4��

4�� 4�� 4��� 4��� 5�� 5�� 6�� DQG 7��

)LQNV� 0LFKDHO� /RJ 1R� ��� &RPPHQW /��

)LWFK� .HYLQ &�� /RJ 1R� ��� &RPPHQWV (��� )��� DQG *���

*QHQIOR� /RXLVH� /RJ 1R� ��� &RPPHQWV (��� )��� *�� DQG +��

*ULVVRP� 'HEELH -�� /RJ 1R� ��� &RPPHQW (��

+DOO� .D\ 	 5RQ� /RJ 1R� ��� &RPPHQW +���

+DUSHU� +HUEHUW /�� 7HQQHVVHH 6WDWH +LVWRULF 3UHVHUYDWLRQ 2IILFH�
/RJ 1R� ��� &RPPHQW 7�

+D\QHV� /HZLV 3�� /RJ 1R� ��� &RPPHQW (��

+D\QHV� 0DULDQ -�� /RJ 1R� ��� &RPPHQW (���
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+LOOPDQ� -LP� /RJ 1R� ��� &RPPHQW %��

+RUQ� 'HQQLV '�� /RJ 1R� ��� &RPPHQWV (��� )�� *��� DQG +���

+RUQ� )UHG +�� /RJ 1R� �� &RPPHQW +���

+XGVRQ� 'DYLG /�� /RJ 1R� ��� &RPPHQW +���

-DFREV� (G� /RJ 1R� ��� &RPPHQWV %�� &�� *�� DQG +��

-RQHV� /DUU\ (�� /RJ 1R� �� &RPPHQWV $� DQG $���

/DVKOHH� -HUU\ &�� /RJ 1R� ��� &RPPHQWV $��� &�� &��� &��� +��� DQG +���

/HH� 'RQ )�� /RJ 1R� �� &RPPHQWV %�� &��� +��� DQG /��

/HZLV� +HQU\� /RJ 1R���� &RPPHQW )��

/RFNZRRG� 5LFKDUG (�� /RJ 1R� ��� &RPPHQWV $�� (��� *�� DQG .���

0DGGX[� 5DOSK *�� /RJ 1R� ��� &RPPHQWV (�� DQG (���

0DULQD� 0DUW\� ([HFXWLYH 'LUHFWRU� 7HQQHVVHH &RQVHUYDWLRQ /HDJXH�
/RJ 1R� ��� &RPPHQWV $��� &��� '�� (��� )��� *�� *�� +��� .�� DQG 8��

0F'RQDOG� 0UV� +HUVFKHO� /RJ 1R� ��� &RPPHQW 6��

0F*DUU\� .HQ� /RJ 1R� ��� &RPPHQWV &�� DQG +���

0F.LQQH\� $EUH\� (QYLURQPHQWDO 6HUYLFHV 'LYLVLRQ� 7:5$�
/RJ 1R� ��� &RPPHQWV (��� )��� $QG *��

0LWFKHQHU� 'RXJODV .��
/RJ 1R� ��� &RPPHQWV $��� %��� %��� '�� (��� )��� *��� +��� DQG 4��

1DQQLH� /LQGD� &KDLUPDQ� 'XFN 5LYHU $JHQF\�
/RJ 1R� ��� &RPPHQWV $�� $��� $��� DQG &��

1DQQLH� /LQGD� &KDLUPDQ 'XFN 5LYHU $JHQF\�
/RJ 1R� ��� &RPPHQWV $�� $��� $��� DQG &��

2HWWLQJHU� 3ROO\ 'HPHQW� /RJ 1R� ��� &RPPHQWV )� DQG 5��

3HQURG� 0LNH '�� /RJ 1R� ��� &RPPHQWV (�� DQG +���

3HQURG� 1DQF\ /�� /RJ 1R� ��� &RPPHQWV %� DQG .���

3URFWHU� -RKQ 0�� (ON�'XFN 5LYHU &KDSWHU� 7URXW 8QOLPLWHG�
/RJ 1R� ��� &RPPHQWV (��� )�� .�� .��� DQG /���

5HHG� 5REHUW 1�� /RJ 1R� ��� &RPPHQWV +��� .��� DQG 5��

5RPHVEHUJ� :D\QH�
/RJ 1R� ��� &RPPHQWV $��� %�� %��� &��� '�� (�� (��� (��� (��� )��� DQG +���

5XVVHOO� /LDQH %�� IRU WKH 7HQQHVVHH &LWL]HQV IRU :LOGHUQHVV 3ODQQLQJ %RDUG RI
'LUHFWRUV� /RJ 1R� ��� &RPPHQWV $��� (��� )��� DQG *���

6DFFKLQHOOL� 6WHYH� /RJ 1R� ��� &RPPHQW (��

6DQGHUV� &KDUOHV� /RJ 1R� ��� &RPPHQWV $� DQG %���

6DQGHUV� (XJHQH -�� /RJ 1R� ��� &RPPHQWV &�� DQG +���

6KDQNV� 5REHUW )�� /RJ 1R� ��� &RPPHQWV (��� )�� *��� DQG +��

6KRUW� &LQG\� /RJ 1R� ��� &RPPHQW %��

6KRUW� 5DQG\� /RJ 1R� ��� &RPPHQWV '�� (�� (��� DQG 8��

6PHGOH\� $JQHV 0LOOHU� /RJ 1R� ��� &RPPHQW *���

6PHGOH\� $� (�� /RJ 1R� ��� &RPPHQW 6��

6SHQFHU� -� '�� /RJ 1R� ��� &RPPHQW +��

6WHYHQVRQ� *OHQQ� /RJ 1R� ��� &RPPHQWV %��� &�� (��� *�� DQG +���

6WHZDUW� -HII� /RJ 1R� ��� &RPPHQWV )�� *��� DQG 6��
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7DPEHUULQR� )UDQN 0�� 3UHVLGHQW� 0DXU\ $OOLDQFH� /RJ 1R� ��� &RPPHQWV (�� DQG (���

7DPEHUULQR� )UDQN 0�� 3UHVLGHQW� 0DXU\ $OOLDQFH�
/RJ 1R� ��� &RPPHQWV $�� $�� DQG '��

7LPV )RUG &RXQFLO� /RJ 1R� �� &RPPHQW +���

9DXJKQ� 6KDURQ� /RJ 1R� ��� &RPPHQWV $�� $��� $��� %�� DQG (���

:DOODFH� 7HUU\� 0DUVKDOO &RXQW\ ([HFXWLYH� /RJ 1R� ��� &RPPHQWV &�� (�� DQG (���

:LOOLQJKDP� /DQG DQG 7RP� /RJ 1R� ��� &RPPHQW +���

:LOOLQJKDP� � 7RP� /RJ 1R� ��� &RPPHQW +��

:LOVRQ� -XVWLQ 3�� 'HSXW\ WR WKH *RYHUQRU�
/RJ 1R� ��� &RPPHQWV $��� $��� $��� %�� &�� (��� )��� *��� +�� 6�� DQG 8��

:LWKHURZ� :� 5RJHU� /RJ 1R� ��� &RPPHQW (��

:RRWHQ� 'RXJ� /RJ 1R� ��� &RPPHQW (��


